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To the President of the Senate and the 
Speaker of the House of Representatives 

The accompanying report presents a compllatlon of General Ac- 
counting Offlce findings and recommendations for improving Govern- 
ment operations and relates for the most part to fiscal year 1969. 

The compllatlon IS organized so that the findings and recommen- 
datlons are ldentlfled with and grouped generally on the basis of func- 
tional areas of the Government’s operations, regardless of the agencies 
involved Because fmdings developed m one agency frequently have ap- 
pllcatlon m others, this arrangement facllltates conslderatlon of all 
fmdmgs m each functional area m all agencies. 

Because of the great interest m economic opportunity programs, 
all of our findings on these programs are grouped under “Economic Op- 
portunity Programs,” begmmng on page 3 Findings of a functional 
nature m these programs are also referred to m the report sections 
concernmg each function 

The purpose of this report IS to provide a convenient summary 
showing, by functlonal areas, the opportumtles for improved operations 
which have been identlfled by our Office in carrying out its audit respon- 
s lbllltle s These responslbllrttles are derrved from the Budget and Ac- 
countmg Act, 1921, and other laws which require us to independently 
examine, for the Congress, the manner m which the Government agencies 
are discharging their financial responslbllltles. 

The report summarizes the corrective actions taken by the agen- 
cies on our recommendations Certam of these actions mvolve changes 
made m pollcles and procedures through the issuance of revised dlrec- 
tives and mstructlons The effectiveness of these actions is dependent 
on the manner m which the directives and mstructlons are implemented 
and on the adequacy of the supervlslon and internal reviews of the oper- 
ations For this reason, to the extent deemed appropriate, It IS our 
policy to review and evaluate the effectiveness of corrective actions 
taken by the agencies. 
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The frnanclal benefits attributable to our work cannot always be 
fully measured. However, our records show that savrngs ldentlfied 
durmg fiscal year 1969, whch were attributable to the work of the 
General Accounting Office, amounted to $187.6 million. Of this 
amount, $20.4 million conslsted of collections and $167.2 rmlllon rep- 
resented other measurable savings. Approximately $65 rmlllon of the 
latter amount IS recurrmg m nature and ~111 continue in future years. 
A summary of these savings appears begmnmng on page 178 of tbrs 
report. 

Additional fmanclal savings which are not fully or readily mea- 
surable are listed beginning on page 187. 

For the convenience of the committees of the Congress and of 
others, the back of the report contains indexes of (a) agencies to which 
the fmdmgs and recommendations relate and (b) the applicable Federal 
budget functional classifications. The table of contents also shows the 
Federal budget functional classification for each item reported. 

Copies of this report are being sent to the Director, Bureau of 
the Budget, and to officials of the Government agencies for their mfor- 
matlon and conslderatlon m connection with their operations. 

Comptroller General 
of the United States 
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DISABILITY COMPENSATION BENEFITS 

1 REDUCTION IN DISABILITY 
COMPENSATION PAYMENlS-In August 
1968 we reported to the Secretary of Labor 
on the Department of Labor’s rmplementa- 
tron of the statutory provrsron permrttmg a 
reduction m drsabrhty compensation pay- 
ments for claants who have attamed 70 
years of age and have a probable decreased 
wage-earnmg capacity due to old age Such 
reductions are authonzed by the Federal 
Employees’ Compensatron Act of 19 16, as 
amended, which 1s adrmmstered by the Bu- 
reau of Employees’ Compensation 

Our exammatron at four of the Bureau’s 
10 drstnct offices showed that the Bureau was 
compensatmg 746 clalmants who were 70 
years of age or older but that the cases of 
only 47 clannants had been revrewed pursuant 
to the governmg statute and that compensa- 
tron for eight of the 47 clannants had been 
adjusted downward because of a determma- 
bon that then wage-earnmg capacity had 
probably decreased We found that the four 
drstnct offices we visited had developed van- 
ous pohcres and procedures of then own for 
Implementmg the age-70 provrsron, whrch 
resulted m mconsrstent treatment to clam- 
ants We found also that claims exammers 
were not making sufficient revrews of age-70 
cases 

Durmg our revrew m 1966, we proposed 
to the Dnector, Bureau of Employees’ Com- 
pensatron, that he issue revrsed mstruchons 
and appropnate pohcy gmdehnes for the 
lmplementatron of the age-70 provrsron of the 
act We suggested that the cases of all chum- 
ants who had attamed age 70 be revrewed to 
provrde them wrth consistent treatment under 
the act The Bureau issued revrsed mstructrons 
to Its drstnct offices m December 1966 to 
ensure a revrew of age-70 cases at a specrfied 
time m order that the Bureau rmght exercise 

1 

the drscretron granted by the age-70 provrsron 
of the act 

In our draft report, we suggested also 
that the Department strengthen Its manage- 
ment controls over the operatrons of the 
Bureau by estabhshmg a formal program of 
mtemal audrt designed to brmg to the atten- 
tron of management officals matters such as 
those noted dunng our review 

The Department agreed that a program 
of internal audit was an absolute necessrty 
and advrsed us that orgamzatlonal and fund- 
mg changes had been made m the Bureau that 
would per-nut the staffing of an Office of 
Program Analysrs and Evaluatron that reports 
to the Dnector (B-157593, August 29, 1968) 

ECONOMIC DEVELOPMENT ASSISTANCE 

2 PROVISION FOR REPAY- 
MENT OF FEDERAL FUNDS-h areport to 
the Assrstnat Secretary for Economrc Devel- 
opment, Department of Commerce, we com- 
mented on several technical assrstance proJ- 
ects for which recipients had not been 
reqmred to enter mto repayment agreements, 
although the projects appeared to be srnnlar 
m scope to other approved proJects for which 
the Economrc Development Admrmstratron 
(EDA) had entered mto repayment agree- 
ments with project recipients EDA pohcy 
provrdes that repayment of technical assrst- 
ante funds IS to be consrdered when projects 
wrll benefit a private mdrvrdual or busmess 

We found that among the reasons con- 
sidered for not obtarmng repayment agree- 
ments were the unwrlhngness of the recipients 
to repay the cost of the techmcal assistance 
provided and the financial mabihty of the 
recipients to make repayment at the trme of 



apphcatlon We believe that unwllhngness to 
repay 1s not a vahd reason for excluding 
repayment agreements Also, smce repayment 
1s to be made only from the future net profits 
of the fnm recelvmg the assistance, we beheve 
that a determmatlon by EDA not to enter 
into a repayment agreement 1s not Justifiable 
merely because of a lack of funds at the time 
of apphcatlon 

Subsequent to the begmnmg of our re- 
view, new repayment gmdelmes were agreed 
to by EDA’s Office of Techmcal Assistance 
(OTA) and EDA’s Office of Busmess Develop- 
ment (OBD), which required EDA to enter 
mto repayment agreements mth all reclplents 
of Management and Operations (M&O) tech- 
nical assistance, except for unusual situations 
to be specially handled by arrangements be- 
tween OBD and OTA We were informed that 
these gmdehnes were expected to strengthen 
the nnplementatlon of the agency’s repay- 
ment pohcy and ensure Its umform apph- 
cation 

We beheve that the provisions of the new 
guldehnes, if apphed on a consistent and con- 
tmumg basis, ~111 ensure that repayment of 
M&O techmcal assistance urlll be required on 
a uniform basis We noted, however, that the 
new guldehnes provided only for repayment 
of the Federal costs of M&O technical asslst- 
ante projects and not for other techmcal 
assistance proJects We noted further that the 
provlslons of the guldehnes had not been es- 
tabhshed as agency procedures We therefore 
recommended that the provrslons of the new 
gmdelmes be mcorporated mto the agency’s 
formal wrltten procedures and that the proce- 
dures also mclude provlslons for repayment of 
the Federal costs for all applicable techmcal 
assistance projects 

In December 1968 an Economic Devel- 
opment Order was issued m accordance with 
our recommendation (Report to Assistant 
Secretary for Economic Development, De- 
partment of Commerce, June 10, 1968) 

3 SUPPLEMENTARY GRANT 
ASSISTANCE FOR PUBLIC WORKS AND 
DEVELOPMENT FACILITY PROJECTS-h 
February 1969 we reported to the Congress 
on Improvements needed m procedures for 
determmmg supplementary grant assistance 
for pubhc works and development facility 
proJects approved by the Econormc Develop- 
ment Admmlstratlon (EDA), Department of 
Commerce Procedures established by EDA 
provide that the amount of a supplementary 
grant to an apphcant for a project ehglble for 
grant assistance be computed by reducmg the 
estimated cost of the project by the lesser of 
the applicant’s share of the cost of the project 
or 50 percent of such cost and by the amount 
of the dn-ect grant The apphcant’s share of 
the cost of a project 1s generally consldered to 
be the amount of a loan that could be amor- 
tized by the revenues that the project could 
be reasonably expected to generate over a 
30-year period and cannot be less than the 
apphcant’s mmlmum share determmed by 
maximum grant rates set by EDA The apph- 
cant may finance hi share of project costs 
from SLY own funds or by obtammg a loan 
from EDA or private interests 

We renewed the records pertammg to 
the supplementary grants of $3 1 rmlhon, 
awarded by EDA to applicants of 18 proJects 
located m EDA’s western and nudeastern 
areas We noted that, m determlmng the 
amount of the supplementary grants for the 
18 projects, EDA did not consider all avail- 
able revenues or the revenues were mcorrectly 
computed, or were based on questlonable 
data, or were reduced by excesswe charges for 
project expenses On the basis of our renew, 
we beheve that 17 of the supplementary 
grants totaling over $2 6 m&on should not 
have been made and that one supplementary 
grant of about $400,000 should have been re- 
duced by about $57,000 

We recommended that the Secretary of 
Commerce require that EDA 



-Establrsh for all projects for which 
supplementary grant assistance 1s re 
quested speclflc guidelmes for determm- 
trig the revenues that such projects 
could reasonably be expected to gen- 
erate 

-Provide for detailed review by offlclals 
In EDA area offices and Washington 
headquarters of supplementary grant 
determlnatrons, lncludlng an evaluation 
of all factors entering Into such determl 
nations 

-Include a provision In all grant agree- 
ments for adjustment of the amount of 
the supplementary grant upon discovery 
of a computatlonal error 

--Determme the amount of a supplemen- 
tary grant for a project on the basis of 
revenues which may be generated dur- 
ing the useful life of the project, for a 
40-year period, or for a period equal to 
the maximum loan repayment period 
permitted by the applicable bond stat- 
utes, whichever IS less 

-Consrder annual payments on exlstrng 
indebtedness of a project as an expense 
of the project for only those periods for 
which such payments WIII be made 

Also, we noted that, although EDA’s 
authonzmg le@slatlon reqmres that revenues 
be consldered m deterrmmng the amount of 
any supplementary grant, EDA did not re- 
quae conslderatlon of net proJect revenues m 
mstances where the baes grant from one Fed- 
eral agency and the supplementary grant from 
EDA &d not exceed 50 percent of the project 
costs 

Our report suggested that, because of the 
impact of the EDA pohcy on amounts of 
grant assistance provided to apphcants and m 
the mterest of provldmg financial assistance 
to as many needy projects as possible, the 
Congress nught Msh to express Its views as to 
whether EDA should consider proJect reve- 
nues when an EDA grant supplementary to a 

basic grant by another Federal agency does 
not result m the total Federal grant contnbu- 
tlon exceedmg 50 percent of project costs 

In July 1968 the Asslstant Secretary for 
Econormc Development informed us that gen- 
erally EDA did not agree with our findmgs 
and proposals He stated, however, that EDA 
not only concurred with our proposals to pro- 
vlde more adequate supervisory review of sup- 
plementary grant determmatlons but had 
taken what It beheved to be the requlsrte 
steps to ensure that the supervisory reviews 
are camed out We noted, however, that the 
AssIstant Secretary had not required nor had 
EDA developed detailed supervisory review 
gmdehnes for evaluatmg supplementary grant 
de termmatlons, and we therefore recom- 
mended adoptlon of our proposal (B-l 53449, 
February 4,1969) 

ECUNOMICOPPORTUNITYPROGRAMS 

4 SPECIAL REVIEW- This item 
relates to a special review by the General 
Accountmg Office that covered a number of 
separate econormc opportumty programs The 
various fmdmgs for each of the programs are 
presented m summary form, and the recom- 
mendations are directed toward lmprove- 
ments m the effectiveness of the total antl- 
poverty effort, as well as the mdlvldual 
programs Ths treatment differs from that 
aven the other items m this report, w&h 
generally are presentations of mQvldua1 fmd- 
mgs and recommendations related to a single 
functlonal area of the Government’s opera- 
tions 

Title II of amendments enacted on 
December 23, 1967, to the Economic Oppor- 
tumty Act of 1964 (42 U S C 2701) author- 
lzed and directed the Comptroller General of 
the United States to make an mvestlgatlon of 
programs and actlvltles financed, m whole or 
m part, by funds authorized under the act to 
determme- 

“( 1) The effclency of the admmls- 
tratlon of such programs and a&n&es 
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by the Offlce of Econonuc Opportunity 
and by local public and private agencies 
carrymg out such programs and actlvl- 
ties, and 

“(2) The extent to which such pro- 
grams and actlvltles aclzleve the objet- 
tlves set forth m the relevant part or title 
of the Econonuc Opportunity Act of 
1964 authonzmg such programs or actlv- 
ities ” 

A report on our overall iindmgs and 
recommendations was subrmtted to the Con- 
gress on March 18, 1969 

Fifty-mne supplementary reports on our 
exarmnatlon were subrmtted to the Congress 
as they were completed on (a) our field exam- 
matlons where such work was performed, (b) 
our review of management functions of the 
adrmmstermg Federal agencies, (c) our pro- 
gram evaluation work on a national basis, and 
(d) the special studies performed for us under 
contract 

Our overall fmdmgs and recommenda- 
tions, as summanzed m chapter 2 of our 
March 18, 1969, report are set forth below 
Our fmdmgs were grouped under the follow- 
mg broad categories 

1 The financial dlmenslons of the total 
Federal antipoverty effort, and the 
part played by the Office of Econom- 
1c Opportunity (OEO) 

2 The extent to which the objectives 
set forth m the act had been 
achieved 

3 The efficiency with which the pro- 
grams authonzed by the act had been 
admmls tered 

4 The actions which should be taken 
to reahze more effective and econom- 
ical use of the resources available for 
reducing poverty 

TOTAL FEDERAL ANTIPOVERTY 
EFFORT 

In terms of the Federal budget, the 
Econormc Opportunity Act of 1964 repre- 
sented a relatively small mcrement to the 
already exlstmg programs for admg the poor 

The aggregate of all Federal programs for 
assistance to the poor amounted to $22 1 
b&on m fiscal year 1968 and an estimated 
$24 4 bllhon m fiscal year 1969 The projec- 
&on for fiscal year 1970 1s $27 2 b&on 
Increases m Federal programs m recent years 
have been accompamed by a reduction m the 
number of the poor, based upon the defml- 
tlon used by the Social Security Admmlstra- 
tlon, from about 34 m&on m 1964 to 22 
rmlhon m 1968 Although Federal programs 
for assistance to the poor undoubtedly con- 
tnbuted nnportantly to thrs reduction, much 
of the reduction can be attnbuted to the 
expansion of the national economy m recent 
years 

In monetary terms, the funds appropn- 
ated for programs authorized by the Eco- 
nomic Opportunity Act ($1 8 billion m 1968 
and $1 9 bllhon m 1969) are small m lelatlon 
to the total Federal effort In other terms, the 
role of OEO 1s significant-lt 1s the only 
Federal agency exclusively devoted to anti- 
poverty, its programs are, for the most part, 
mnovatlve m one or more aspects, and it 
shares with the Econonuc Opportunity 
Council the responslblhty for coordmatmg 
antipoverty actlvltles of other Federal 
agencies, at least nme of which, m addition to 
OEO, adrmmster slgmficant programs directed 
to asslstmg the poor 

OVERALL PERSPECTIVE 

The accomphshments achieved under the 
Economic Opportunity Act should be 
apprased in the light of the dlfficultles 
encountered by the agency (OEO) created to 
carry out the purposes of the act These Qffl- 
cultles include 
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-The urgency of getting programs under 
way as quickly as possible 

-Problems in developmg a new organlza- 
tlon and In obtaining experienced per- 
sonnel 

-Problems In establishing new or modi- 
fied organlzatlonal arrangements at the 
local level 

-The delays and uncertalntles In obtam- 
Ing congressional authorlzatlons and 
appropriations 

-The problems of working out relatlon- 
ships with other agencies and with State 
and local governments 

-Lack of consensus as to the meanmg of 
poverty, I e , who are the poor for pur- 
poses of recelvmg assistance 

Our review properly and mevltably 
focused on problems, shortcommgs, and 
recommended improvements OEO and other 
particlpatmg agencies expressed agreement 
mth many of our conclusions and recommen- 
dations and had mltlated actlons to deal with 
certam of these problems 

Achievements of the programs author- 
ized by the act can be assessed only m Judg- 
mental terms Thus IS so for several reasons 
the programs are new, they deal with such 
mtanBble concepts as the economic and 
social levels of disadvantaged people, they 
impose reqmrements and are subject to condl- 
tlons which are not amenable to reliable, and, 
in some cases, any quantitative, measurement 
More specifically 

-Criteria are lacking by which to deter- 
mine at what level of accomplishment a 
program IS considered acceptably 
successful 

-The methods for determining program 
accomplishments have not yet been 
developed to the point of assured relr- 
ability 

-The large volume and variety of pertl- 
nent data necessary for ascertaining pro- 
gram results were, and still are, either 
not available or not reliable 

-Program results may not be fully per- 
ceptible within a relatively short time 
frame 

-Other programs-Federal, State, local, 
and private-aimed at helping the poor, 
as well as changes rn local condltlons- 
employment, wage scales, local atti- 
tudes-have their effect upon the same 
people who receive assistance under the 
programs authorized by the act 

-Amendments to the act and revisions In 
agency guidelines at various times have 
necessitated redlrectlon of programs 
and other changes which have affected 
the progress of programs In the short 
run 

ACHIEVEMENT OF OBJECTIVES 

The basic obJective of the Economic 
Opportunity Act IS to strengthen, supple- 
ment, and coordmate efforts to provide to 
everyone the opportunity for education and 
trammg, the opportumty to work, and the 
opportumty to hve m decency and dignity 

Toward the achievement of this objet- 
tlve, the act authonzed a series of programs 
and activltles designed to bring new 
approaches to the task of ehmmatmg poverty 
and to supplement efforts authonzed by 
other legslatlon The programs authonzed by 
the act can be grouped m five broad cate- 
genes-Community Action, Manpower, 
Health, Education, and Other 

An important and basic objective IS coor- 
dination of the programs authonzed by the 
act mth one another and with related pro- 
grams adnumstered by other agencies Thus 
coordmatmg task was assigned to the Eco- 
nonuc Opportunity Council created by the 
act and to OEO, the former having the dorm- 
nant role 



The Councli never functloned effectively 
and, as recast by the 1967 amendments, has 
not been estabhshed 

OEO, preoccupied with setting up the 
machmery to get a new agency started and 
then ulth its responslblhty for mltlatmg and 
admmlstermg programs authonzed by the act, 
was not able to devote as much effort to Its 
coordmatmg function as that function de- 
manded ms coordmative task was made 
difficult by the necessity of OEO’s mflu- 
encmg the actions and pohcles of older estab- 
hshed agencies, OEO, a new agency of lesser 
status m the Federal herarchy, was unable to 
bnng together all programs related to attack- 
mg poverty As a consequence effective coor- 
dmatlon has not been achieved, we beheve 
that It cannot be so acheved under the exlst- 
mg organizational machmery 

An important part of the overall pro- 
gram management process 1s the evaluation of 
performance and accomphshments Evalua- 
trons durmg the first years of OEO operations 
were too small m scope and too unrelated to 
one another to provide satisfactory mforma- 
tlon on the achievement of obJectIves, nation- 
ally OEO has more recently responded to the 
provlaons of the 1967 amendments to the 
act, which directed an expansion of evalua- 
tion efforts 

Commumty Action Program 

The Commumty Actlon Program (CAP) 
was mtended by the act to be the means of 
brmmg a umfied effort to bear on the prob- 
lems of the poor m urban and rural commu- 
nltles through projects deslgned to orgamze 
commumty residents, to engage the poor m 
the plannmg and Implementation of projects, 
and to be an organized advocate for the poor 
m effectuatmg changes whch would expand 
the avsLllab&ty of services to the poor 

The program has acheved varymg suc- 
cess m mvolvmg local residents and poor 
people in approximately 1,000 commumtles, 
it has been an effective advocate for the poor 
m many commumtles and appears to have 
gamed acceptance m most commumtles as a 

mechanism for focusmg attention and action 
on the problems of the poor, and it has mtro- 
duced new, or expanded exlstmg, services to 
the poor CAP, however, has acheved these 
ends m lesser measure than was reasonable to 
expect m relation to the magnitude of the 
funds expended T~H shortfall 1s attributable 
prmclpally to deficiencies m admmlstlatlon 
that should be evaluated m the light of the 
nature of the program and the fact that it has 
been m operation for a relatively short time 

Manpower programs 

Unemployment and the lack of those 
capabllltles that errable mdlvlduals to obtam 
employment are maJor causes of poverty To 
attack these causes, OEO currently invests 
approximately one half of its resources m 
manpower development, trammg, and 
employment programs, a significant portion 
of this effort 1s focused on youth The pro- 
grams have provided trammg, work expen- 
ence, and supportive services to the par&cl- 
pants Apparent results-m terms of enhanced 
capabtitles, subsequent employment, and 
greater eammgs-are hrmted 

The Concentrated Employment Program 
(CEP), durmg the short penod it has been m 
existence, has shown some prormse of con- 
tnbutmg meanmgfully to the coordmatlon of 
existing manpower programs m specific target 
areas There 1s evidence, however, that there 1s 
an especial need for better coordmatlon with 
the federally iunded State employment secu- 
My agencies and wrth the Job Opportumtles 
m the Busmess Sector (JOBS) program spon- 
sored by the National Alliance of Busmess- 
men 

Through the mstltutlonahzed trammg of 
the Job Corps program, corps members have 
had opportimlty to receive certam benefits, 
many of which are not subject to precise 
measurement, however, post-Job Corps 
employment experience, which 1s measurable, 
has been dlsappomtmg In the light of the 
costly trammg provided by the Job Corps pro- 
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gram, we doubt that the resources now being 
applied to this program can be fully Justified 
Our doubt IS especially applicable to the con- 
servatlon center component of the program 

The m-school and summer components 
of the Neighborhood Youth Corps (NYC) 
program have provided enrolled youths with 
some work experience, some addltlonal 
mcome, improved attitudes toward the com- 
munity, and greater self-esteem If it 1s mtend- 
ed, however, that these components continue 
to have as a pnnclpal ObJective the reduction 
of the school dropout problem, greater flexl- 
blhty should be provided m the use of funds 
for such thmgs as the enlargement of exlstmg 
school cumculums, more mtenslve and pro- 
fessional counsehng, and tutormg for poten- 
tlal dropouts 

We question the need for retammg the 
NYC out-of-school component as a separate 
entity The objective of thus component seems 
to be encompassed m other exlstmg programs, 
particularly the Manpower Development and 
Trammg Act (MDTA) program, urlth which 
the out-of-school component could be 
merged As presently operated the out-of- 
school component has not succeeded m 
provldmg work trammg m conforrmty with 
clearly expressed legislative mtent 

The work experience and trammg pro- 
gram, soon to be replaced by the work mcen- 
tlve (WIN) program, has enabled persons on 
the welfare rolls to obtam employment and 
assume more econormcally gamful roles in 
society On the other hand the program 
experienced deficlenaes m certam functions 
of admmlstratlon which detracted from the 
accomphshment of the program’s mlsslon 

Our hrmted review of locally mltlated 
employment and Job creation programs under 
CAP revealed varymg degrees of success 

The avsulable data showed that most of 
the manpower programs experienced tigh, 
early dropout rates which strongly indicated 
that many enrollees received httle or no 
actual help 

Health programs 

The Comprehensive Health Semces Pro- 
gram 1s a rather recent mnovatlon and, partly 
because of delays m the program’s becommg 
operational, has reached only a portion of Its 
intended population Many of those that It 
has been able to reach have been provided, for 
the first time, mth readily accessible medical 
care on a comprehensive basis Umform plans 
and procedures are needed to evaluate OEO’s 
and the Department of Health, Education, 
and Welfare’s health projects durmg the devel- 
opment phase and on a long-range basis More 
appropnate and equitable standards need to 
be estabhshed for determmmg ehglblhty for 
free and reimbursable semces 

The farmly plannmg programs are also of 
recent ongm, and only hnuted data as to 
results was available 

Education programs 

Head Start (for pre-school-age cMdren) 
has been one of the most popular programs m 
the econormc opportunity portfolio Potential 
long-range effects cannot yet be measured 

Avalable evidence suggests, however, 
that Head Start children at the locations 
vlslted made modest gams m social, motlva- 
tlonal, and educatlonal charactenstlcs and 
were generally better prepared for entry mto 
regular school than were their non-Head Start 
counterparts The cmdren also benefited 
from medlcal and dental semces, although 
some &d not benefit because of delays m pro- 
viding these services, from well-balanced 
meals, and from group-mstmctlon activities 
The program, however, has not succeeded m 
gettmg sufflaent mvolvement by parents of 
Head Start cmdren, which IS a primary objet- 
tlve of the program 

The Upward Bound program has pro- 
vlded partlclpants wth opportumtles to over- 
come hankcaps m acadermc achievement and 
m motivation, to complete h@ school, and 
to enter college National statistics show that 
Upward Bound students have lower high 
school dropout rates than 1s considered nor- 



mal for the low-income population, have 
h&er college adrmsslon rates m comparison 
mth the national average for high school grad- 
uates, and have college retention rates above 
the natlonal average for all college students 
The extent to which mehgble youths are 
accepted detracts from the effectiveness of 
the program 

Other education programs have expen- 
enced some success by rasmg the enrollees’ 
protiaency m basic educational slulls and by 
culturally ennchmg then hves, however, the 
management of such programs was m need of 
nnprovement 

Other programs 

The Legal Services program has lm- 
proved the phght of the poor by affordmg 
them legal representation and educatmg them 
as to their legal rights and responslblhtles The 
success of this program m asslstmg the poor 
to form self-help groups, such as coopelatlve 
and busmess ventures, has been lirmted, and 
few Legal Semces projects have engaged m 
efforts to brmg about law reform 

An overall evaluation of the performance 
of the Volunteers m Service to America 
(VISTA) program 1s a complex task, because 
VISTA volunteers are involved m a variety of 
functions alongside personnel of other pro- 
grams 

The mgrants and Seasonal Farmworkers 
program m hzona has been beneficial m 
helpmg rmgrant adults to obtam or qualify for 
employment and m preparmg preschool 
nngrant cbldren to enter elementary school 
Program effectiveness could be mcreased by 
more closely relatmg education and trammg 
courses to the speaflc needs of program 
participants and by hmltmg partlclpatlon to 
the target population 

The Econormc Opportumty Loan Pro- 
gram (transfened to the Small Busmess Ad- 
mnustration m 1966) would better a&eve the 
objective for whch it was estabhshed If it 
offered greater assistance to borrowers to ad 
them m lmprovmg then managerial slulls and 
if it were carned on wth greater adrmmstra- 

tlve effiiclency The Economc Opportunity 
Loan Program for low-income rural farmhes 
admmlstered by the Department of Agr~cul- 
ture made only a hnuted contnbutlon to 
bettermg the mcome of a maJonty of loan 
recipients mcluded m our review Our evalua- 
tion, which was based on borrowers’ opera- 
tions for a l-year period, &d not pelmtt an 
assessment of whether program objectives 
would be acbeved m succeedmg years Inade- 
quate counsehng and supervIsion and lack of 
definltlve ehgbfity cntena tended to hunt 
program effectiveness (For addtlonal mfor- 
mation on our findmgs and recommendations 
related to these two loan programs see items 
5 anti 12) 

EFFICIENCY OF ADMINISTRATION 

The effectiveness of the total antl- 
poverty effort 1s dependent, m considerable 
measure, on the manner m which mdlvldual 
programs and actimtles are admmlstered It 
was to be expected that estabhshment of a 
new OEO (m 1964) havmg responslblhty for 
launchmg innovative (1 e , unprecedented) 
programs and for &fflcult or lmposslble coor- 
dmatlon would create many admmlstratlve 
problems m the early years of operations 
Also, the emphasis placed m 1964 on gettmg 
programs under way and obtammg results 
quickly &d not leave sufficient time to plan 
and estabhsh well-designed and tested admm- 
lstralzve machmery Although progress has 
been made m the past 4 years, the admmlstra- 
tive machmery IS still m need of substantial 
improvement 

Program and project managers, m most 
programs, have not been provided with ade- 
quate guidance and momtormg by OEO and 
other responsible Federal agencies There 1s 
need for imploved pohcles and procedures to 
strengthen (1) the process by which program 
partlclpants are selected, (2) the counselmg of 
program participants, (3) the supervlslon of 
staff, (4) Job development and placement, (5) 
the ways m which former program partla- 
pants are followed up on and provided wth 
further assistance, and (6) the recordkeepmg 
and reportmg necessary to perrmt more effec- 
tive evaluations of accomphshments and more 
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ade quate accountablhty for expenditures 
Some of these shortcommgs can be attributed 
to msufficlent and mexpenenced staff, park- 
ularly at the local level 

The Commumty Action Program, for 
wkch a substantial portlon of OEO funds 
are expended, requires greater effort to aid 
the local CAAs build effective admmlstratlve 
machmery, more adequate program planmng 
and evaluation, and better operational pro- 
cedures and tramed personnel at the nelgh- 
borhood centers Also more support should 
be aven to mnovatlve efforts of the type 
currently underway at OEO to evaluate 
CAPS 

The adrmmstratlve support to the antl- 
poverty programs ~11 have to be substantially 
augmented and Improved to achieve sawfac- 
tory effectiveness of antipoverty efforts wth 
the hrm ted resources avdable 

For substantially all programs, partlc- 
ularly the manpower programs, payroll proce- 
dures need to be strengthened to afford ade- 
quate control agamst irregulantles, procure- 
ment practices should be modlfled to hrmt 
purchases to what 1s demonstrably needed 
and the lowest cost, and more effective proce- 
dures are needed to ensure the utihzatlon and 
safeguardmg of eqmpment and supphes and 
their timely &spo&on when they become 
excess to needs Closer attention should be 
aven to clanns for non-Federal contributions 
so that only vahd Items supported by ade- 
quate documentation are allowed 

Many of the adrmmstratlve deficlencles 
identified m our exammatlon could have been 
avoided or corrected sooner If requlslte 
audltmg and momtormg by responsible local 
and Federal agencies had been more timely 
and comprehensive 

PRINCIPAL RECOMMENDATIONS 

We beheve that, to provide more effec- 
tive means for achlevmg the obJectlves of the 
Economsc Opportumty Act, revlslons are 
needed m the programs and orgamzatlon 
through which the effort to ehmmate poverty 

has been outlmed m the act Accordmgly, we 
offered the followmg recommendations 

Community Actlon Program 

1 CAAs and OEO should Institute 
efforts to 

Improve the plannmg of local 
prolects 

Generate greater cooperation 
among local pubhc and pnvate 
agencies 

Stimulate more active particl- 
patlon by the poor 

Develop means by wbch the 
effectiveness of programs can 
be evaluated and require perr- 
o&c evaluations to be made 

Strengthen the capablhty of 
the neighborhood centers to 
carry out their functions of 
ldentifymg lesldents m need 
of assistance m the target areas 
and of followmg up on refer- 
rals made to other units or 
agenees for rendermg needed 
serwces 

2 OEO should consider mcludmg 
mcome among the eh~blhty re- 
qmrements for those component 
programs, such as education and 
manpower, wkch are dnected to 
mdlvlduals or farmhes and which 
mvolve a slgnlflcant unit cost and 
for which mcome 1s not now an eh- 
Bblhty reqmrement 

3 OEO should gve greater emphasis 
to research and pdot proJects that 
offer pronuse of alleviation of pov- 
erty m rural areas and should en- 
courage CAAs in rural areas to 
broaden the range of actlvltles that 
will contibute to econonuc devel- 
opmen t 
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4 The Congress should consider 
whether addltlonal means are neces- 
sary and desnable to assist residents 
of rural areas that cannot build the 
econormc base necessary for self- 
suffiaency, to meet their basic 
needs 

Manpower programs 

5 The Secretary of Labor should take 
further steps to ensure that 

a Full use IS made of the exist- 
mg facfilties and capablhtles of 
the State employment secur@ 
agencies m connection with 
CEP operations 

b CEP oper%tions are coordl- 
nated fully with the JOBS pro- 
gram 

6 The Congress should consider, 
whether the Job Corps program 
particularly at the conservation cen- 
ters, IS sufflclently achevmg the 
purposes for which it was created 
to Justify Its retention at present 
levels 

7 The Congress should consider 

a Redefiing and clarlfymg the 
purposes and intended obJec- 
tlves of the NYC m-school and 
summer work and tramng 
programs authonzed for stu- 
dents m section 123(a)( 1) of 
the E c ononuc Opportunity 
Act of 1964, as amended 

b Estabhshmg specific and reahs- 
tic goals for programs author- 
ized and relative pnontles for 
the attainment of such estab- 
hshed goals 

8 The Congress should consider 

mergmg the NYC out-of-school pro- 
gram, currently authonzed m sec- 
tion 123(a)(2) for persons 16 and 
over, with the MDTA program 

9 The Secretary of Labor, to make 
the WIN program effective, should 
gve close and contmumg attention 
to the problem of enrollee absen- 
teeism and ascertam the causes of 
early termmatlons and absenteeism 
and how these causes may be allevl- 
ated or ehmmated through addl- 
tlonal services, mo&fication of pro- 
gram content, or other means 

Health programs 

10 The Director, OEO, through his 
cognizant program office, should 
define the cn-cumstances under 
which health centers may finance 
costs of hospltahzatlon, establish 
more appropnate and eqmtable cn- 
tena to be used m determmmg the 
ehgrbfity of applicants for medical 
care, and, m accordance Mth grant 
condltlons, reqmre centers to claim 
reimbursement from third parties 

11 Increased attention should be Bven 
by both the Director of OEO and 
the Secretary of Health, Education, 
and Welfare to the coordmatlon of 
the agencies’ health efforts and the 
development of umform standards 
for evaluating health projects and 
programs mcludmg famdy-planmng 
programs, both durmg the develop- 
ment phase and on a long-range 
basis 

Education programs 

12 The Director, OEO, should direct 
and assist local Head Start offlaals 
to make further efforts to mvolve 
more parents of Head Start children 
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m the program m order to enhance 
the opportumty for developmg the 
close relationship between parents 
and their children that 1s so vital to 
the chldren’s social and educa- 
tional growth 

13 The Dn-ector, OEO, should improve 
procedures for the recrmtment and 
selection of participants m the 
Upward Bound progam 

14 The Director, OEO, should requue, 
as prerequisites to fundmg locally 
initiated education programs 

a Determmatlons as to whether 
the program ill conflict mth 
existing programs dnected to 
the poor and whether it could 
be financed urlth other than 
OEO funds 

b The ldentlficatlon of available 
resources and fac&tles whch 
could be used m the program 
to reduce the expendture of 
limited OEO funds 

C The ldentlficatlon of conple- 
mentary education programs 
through which f&her educa- 
tional assistance could be 
afforded to OEO program 
graduates 

Other programs 

15 The Director, OEO, should 

a More clearly define program 
objectives and major goals to 
the Legal Semces project dl- 
rectors and mstruct them on 
the methodology of engagmg 
m actlvltles directed toward 
e con ormc development and 
law reform 

b Make efforts to develop and 
implement measures of the 
extent to which Legal Semces 
projects are achevmg national 
program pnontles and objet- 
tives 

16 To nnprove procedures leadmg to 
the assignment of selected apph- 
cants to the VISTA regonal tram- 
mg centers, the Dlsector, OEO, 
should give conslderatlon to the 
feaslbtity of requlrmg that apph- 
cants be interviewed and given 
aptitude tests before they are con- 
sidered ehglbtity for VISTA 
traimng 

17 The DIrector, OEO, should requn-e, 
vvlth respect to the Migrant and 
Seasonal Farmworkers program, 
that 

a Systematic employablhty 
plans be prepared whereby 
participants’ handicaps can be 
identified at the time of enroll- 
ment so that an appropnate 
cumculum may be developed 
to meet such needs 

b Participants’ progress m the 
program be penodlcally re- 
viewed 

C Data on participants’ post- 
program experience be mam- 
taned 

18 The Adrmmstrator, Farmers Home 
Administration, Department of 
Amculture, should 

a Conduct a study pnmarrly 
aimed at 

1 Establishing rmmmum 
standards mth respect to 
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the amount of supervl- 
sory assistance that 
should be gven bonow- 
ers under the Economc 
Opportumty Loan Pro- 
gram m order to ensure 
that they recewe ade- 
quate guidance 

2 De t ernumng, consistent 
with the foregomg stan- 
dards, the quantity and 
types of supervision 
needed and the loan ac- 
tivity level whch can be 
sustained within the 
sup ervlsory capablhtles 
available 

b Revise Farmers Home Admm- 
istration mstructlons as to 
loan ellglblllty to require 
appropnate conslderatlon of 
net assets and the recordmg of 
the cwumstances consldered 
to Justify the makmg of loans 
to apphcants whose incomes 
and/or assets exceed specified 
amounts 

Coordmation and orgamzatlon 

19 

20 

21 

A new office should be estabhshed 
m the Executive Office of the Presl- 
dent to take over the plannmg, 
coordmatlon, and evaluation func- 
tions now vested by the act m the 
Econonuc Opportunity Council and 
OEO 

OEO should be contmued as an 
mdependent operating agency out- 
side the Executive Office of the 
President, with responslblhty for 
admlnlstermg CAP and certam 
other closely related programs 

Fundmg and admmlstratlon of cer- 
tam programs now funded by OEO 

12 

should be transferred to agencies 
which adrmmster programs that 
have closely related obJectives 

22 The proposed new office m the 
Executive Office of the President 
should have responslblhty for 
ensunng coordmatlon of actlvltles 
of local Cities Demonstration Agen- 
cies and CAAs If thts new office 1s 
not establlshed, conslderatlon 
should be given to placing tks 
responslblhty under the Secretary 
of Housmg and Urban Develop- 
ment 

23 The Congress should direct that a 
report be subrmtted on longer 
term actions required to coordl- 
nate and to maxlmlze the use of 
community action and cltlzen par- 
tlclpatlon efforts m federally 
assisted antipoverty programs 

The evaluation function 

24 The recommended new office m 
the Executive Office of the Presl- 
dent should further develop the 
evaluation function mth respect to 
antipoverty programs 

General 

25 The responsible Federal agencies 
should gve particular attention to 
provldmg for more frequent and 
comprehensive au&ts of all antl- 
poverty programs 

(B-130515, March 18, 1969) 

5 DIRECTION AND CONTROL 
OVER RURAL LOAN PROGRAM OPER- 
AT IONS-Our review of the economic oppor- 
tumty (EO) loan program, which 1s adms- 
tered by the Farmers Home Admmlstratlon 



(FHA), Department of Agxulture, and 1s 
designed to assist low-income rural famlhes m 
ralsmg and mamtammg their mcome and lm- 
mg standards, showed that, although the pro- 
gram had helped a number of mdlvlduals to 
rase thex mcome slgmficantly, the majority 
of borrowers had made less or shghtly more 
mcome from their loan-financed enterprises 
dunng a l-year perrod than was needed to 
meet payments on loan prmapal 

We stated our behef that, when viewed 
from the standpomt of permanently bettermg 
the mcome of loan reclplents, the program’s 
contrtbution, with respect to the majority of 
loan reclplents, had been very hmlted Our 
conclusions, however, were based on an evalu- 
ation of the borrowers’ operations for a 
l-year period, although the loans had repay- 
ment periods averagmg 10 years Therefore 
our evaluation did not pernut a positive 
assessment of whether m succeedmg years the 
loans urlll achieve then ultnnate objectives 

We stated our behef also that 

-the lack of adequate counselrng and 
supervlsron by FHA had had a bearing 
on the Indicated bmlted progress of the 
borrowers, 

-the lack of precise loan elrgrbllrty err- 
terla had resulted In loans’ being made 
to mdrvrduals whose reported financial 
condmon and background indicated 
that they were not rn the proverty cate- 
gory, and 

-FHA needed to strengthen its planmng 
and management tnformatlon system in 
order to enable It to adequately assess 
the results of the program and to plan 
Its future drrectron 

In addition, FHA was unable to rehably 
determme the admmlstratlve costs of carrying 
out the EO loan program As a result, the 
total admmlstrative costs mvolved m carrying 
out the program, substantial amounts of 
which came from funds made avadable for 

FHA’s regular program, had not been fully 
disclosed to the Congress 

In view of the foregomg fmdmgs, we 
basically recommended 

-That FHA (a) establish mmrmum stand- 
ards with respect to the amount of 
supetvrsory assistance that should be 
given EO borrowers to ensure that they 
receive adequate guidance, (b) deter- 
mine, consistent with the foregoing, the 
amount of supervisory effort needed to 
maintain the loan level actrvrty within 
the supervrsory capabllrtres available, 
and (c) establish procedures and con- 
trols to ensure that supervision IS fur- 
nrshed to borrowers at the desired level, 

-That FHA revise Its mstructron so that 
an applicant’s net assets are appropri- 
ately considered and, In those cases In 
which an applicant’s net income or net 
assets exceed those specrfled, that 
proper justrflcatton be shown in the 
records for making an EO loan under 
such circumstances, and 

-That FHA strengthen Its management 
system for the EO loan program by pro- 
viding data which can be used by Its 
managers to (a) define more precisely 
the number of rural famrlres whose 
incomes are deficient and who represent 
potential borrowers, (b) Identify the 
problems that exist In reaching and 
aiding certain groups, such as the aged 
and nonfarm families, (c) determine 
more effectively the amount of loan 
funds that will be needed In the future, 
and (d) formulate the framework by 
which loan performance can be readily 
and effectrvely evaluated 

Although not agreemg mth many of our 
findmgs and recommendations, FHA advised 
us m March 1969 that It recognized the need 
for 

-improving borrower counselrng and 
supervision, 
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-documenting ]usttflcatlon for makmg 
loans to lndlvlduals whose Income or 
asset posltlon appeared to make him 
mellglble, and 

-improvIng its system of program evalua- 
tion by reftnlng performance data and 
increasing FHA’s analytlcal capabIlItIes 
In developmg trends and problems in 
low-income rural areas 

(B-1305 15, August 2 

6 ACCOI 

, 1969) 

NTING AND INTER- 
NAL CONTROL-In January 1969, we re- 
ported to the Chairman of the Senate Com- 
rmttee on Appropriations, at tis request, on 
our review of Government funds uttized 
under the first two of three Department of 
Labor contracts with Youth Pride, Inc , Wash- 
mgton, D C Our review revealed numerous 
weaknesses m PRIDE’s system of accounting 
and internal controls Also, enrollees mter- 
viewed by us made numerous allegatlons of 
lmproprletles and n-regulantles mvolvmg 
prmclpally expenditures of payroll (Informa- 
tion mdlcatmg that Federal cnmmal laws 
m&t have been vlolated was referred by us 
to the Department of Justice ) Accordmgly, 
we could not conclude that all funds ad- 
vanced to PRIDE by the Department of 
Labor had been properly expended and ac- 
counted for and it was not feasible to 
determme, with any degree of accuracy, the 
full extent to which funds may have been 
misused The weaknesses m the system of 
accountmg and mtemal controls were sub- 
stantially corrected durmg our review, but we 
pomted out that no system could be expected 
to provide complete protection agamst all 
types of fiscal lrregularltles 

We concluded that the Department 
should have satisfied itself, m conJunctlon 
with awarding contracts to PRIDE, that 
PRIDE’s accounting procedures and internal 

controls proaded reasonable safeguards over 
Federal funds Also, we concluded that, If the 
Department had required PRIDE to adhere to 
conventional and accepted standards of ac- 
countmg and mternal control, many of the 
unresolved questions and doubts concermng 
the use of funds under the first two contracts 
could have been avoided 

We recommended that the Department 
monitor PRIDE’s accounting and internal 
control procedures and perform penodlc tests 
of transactions and procedures to ensure satis- 
factory performance by PRIDE (B-164537, 
January 16,1969) 

7 COMPLIANCE WITH CON- 
TRACTUAL REQUIREMENTS-In January 
1969, we reported to the Chairman of the 
Senate Committee on Appropnatlons, at his 
request, on our review of Government funds 
utilized under the first two of three Depart- 
ment of Labor contracts mth Youth Pnde, 
Inc , Washmgton, D C We noted that PRIDE 
had not comphed with certain reqmrements 
of Its contracts with the Department and with 
certam Government regulations relative to 
keeping records, submlttmg reports, handhng 
project funds, obtammg departmental approv- 
al for certain transactions, determlmng ehgl- 
b&y of enrollees, and adhenng to hnutatlons 
on travel allowances We were informed that 
some requirements had been waived orally by 
the Department 

We recommended that (a) the Depart- 
ment monitor PRIDE’s operations on a con- 
tmuous basis to ensure that PRIDE 1s comply- 
ing with apphcable contract requirements and 
(b) the Department reduce all waivers of 
contract requirements to wrltmg (B-164537, 
January 16,1969) 

8 CONTRACTS FOR FINANC- 
ING ON-THE-JOB TRAINING-In a report 
submitted to the Congress m November 1968, 
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we pointed out that certam contracts awarded 
by the Department of Labor to private firms, 
pnnapally m the Los Angeles County area of 
California, to conduct on-the-Job (OJT) tram- 
mg for disadvantaged and hard-core unem- 
ployed had served pmnanly to rennburse the 
employers for OJT which they would have 
conducted even without the Government’s 
financial assistance These contracts were 
awarded even though the mtent of the con- 
tracts was to mduce new or additional tram- 
mg efforts beyond those usually camed out 

We found that the Department of Labor 
had not developed adequate guldehnes and 
procedures for Its field personnel m zmple- 
mentmg the ‘cmamtenance-of-effort” clause 
which 1s mcluded m every OJT contract to 
ensure that the contractor’s previous trammg 
efforts are maintained at no cost to the Gov- 
ernment Prior to awardmg the contracts, the 
Department of Labor did not ascertam either 
the number of employees normally tramed by 
the employers or their trammg costs 

Our review showed that the Department 
had not established standards and guldehnes 
prescnbmg the length of trammg m the van- 
ous occupations that the Government would 
support under OJT contracts We found that, 
as a result, the Department had awarded OJT 
contracts m which the weeks of trammg sup- 
ported by the Government vmed, even 
though the trammg provided by each of the 
employers was for essentially the same skills 
or occupations 

In addltlon, we found a need for better 
coordmation of the OJT program m the Los 
Angeles County area because contracts were 
bemg promoted, developed, and administered 
independently by different orgamzatlons on 
behalf of the Department of Labor Conse- 
quently, there sometimes were differences m 
costs for each employee and m weeks of tram- 
mg provided for the same occupation 

Although the Department camed out 
most OJT proJects through cost-relmburse- 

ment contracts, we beheve that these projects 
could have been operated more efficiently 
and econonucally if fixed-price contracts had 
been used m situations where the Department 
had obtamed cost experience and was negotl- 
atmg a follow-on or similar-type contract 

We recommended that the Secretary of 
Labor prescribe appropnate procedures for 
use by the contractmg officials m determmmg 
levels of pnor trammg effort and m estab- 
hshmg the costs to be rennbursed under OJT 
contracts 

In addition, we suggested that the De- 
partment take steps to establish reasonably 
uniform standards and guldehnes govermng 
the length of trammg the Government should 
support for particular occupations under OJT 
contracts Moreover, we suggested that the 
Secretary of Labor establish appropnate pro- 
cedures to properly coordmate the develop- 
ment and admmlstratlon of OJT contracts 
and develop a pohcy to requre the use of 
fixed-price contracts where appropriate 

The Secretary of Labor agreed \;vlth most 
of our findmgs and pointed out corrective 
actions planned or taken The Secretary 
questloned, however, whether the Depart- 
ment should engage m a costly admmlstratlve 
process to determme compliance with the 
mamtenance-of-effort clauses of the contracts 
m the absence of a statutory requirement 
therefor 

In our opmlon, the Department’s pohcy 
of including mamtenance-of-effort clauses m 
all OJT contracts was formulated as an mter- 
pretatlon of legslatlve intent, and we therefore 
questioned whether any substantive change of 
pohcy regarding the mamtenance-of-effort 
concept was proper without first obtammg 
congressional approval We therefore urged 
that the Secretary of Labor take corrective 
action m accordance with our recommenda- 
tion on this issue (B-146879, November 26, 
1968) 
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9 YOUTH WORK-TRAINING 
PROJECTS (DETROIT)-In a report sub- 
rmtted to the Congress m December 1968, we 
pomted out the need for the Department of 
Labor to Increase the effectiveness of the 
Neighborhood Youth Corps (NYC) program 
which was bemg operated by several program 
sponsors m Detroit, tichlgan 

The Econormc Opportunity Act of 1964 
authorized the estabhshment of the NYC pro- 
gram for the purpose of provldmg funds and 
technical assistance to orgamzatlons willing to 
operate work-trammg projects for students 
and unemployed young men and women from 
low-income farmhes NYC actlvltles m Detroit 
began m February 1965, and Federal funds 
authorized through June 1968 totaled about 
$16 m&on 

We found a need for more careful screen- 
mg of youths applymg for the out-of-school 
component of the NYC program, to ensure 
that the youths whom the program 1s m- 
tended to benefit were enrolled A substantial 
number of the enrollees m the out-of-school 
component m Detroit Qd not meet the De- 
partment’s cntena for enrollment or could not 
be identified by us as having met the cntena, 
because the sponsors had not recorded suffi- 
clent mformatlon m the enrollees’ records to 
support posltlve determmatlons of ehgrblhty 

Also there was a need for reasonable 
follow-up procedures, to identify those 
youths who needed further advice and asslst- 
ante and to serve as a basis for program evalu- 
ation and redirection, for improved super- 
vlsory controls of the tlmekeepmg records for 
NYC enrollees m the m-school component 
sponsored by the Detroit Board of Education, 
and for more effective momtonng of spon- 
sors’ operations m Detroit by the Bureau of 
Work-Tralnmg Programs, Department of 
Labor 

In addltlon, we found that the Detroit 
Board of Education had not contributed Its 

requved share for costs of an NYC project m 
the summer of 1965 This was caused by the 
Department of Labor’s pohcy which per- 
mitted NYC sponsors to include, m the pay- 
ment for their share of the project expendl- 
tures, other Federal funds which they 
received while adnumstermg programs for 
other Federal agencies We stated that, gen- 
erally, where a Federal grant requves non- 
Federal matching funds to be provided, 
Federal or required non-Federal matchmg 
funds under another Federal grant may not be 
considered as meetmg the grantee’s matchmg 
requirements 

We recommended vmous actlons to be 
taken to screen NYC youths adequately, 
strengthen follow-up and payroll procedures, 
and intensify the Department’s momtonng 
activities We also suggested that the Secretary 
of Labor should take the necessary steps to 
ensure, with respect to future NYC agree- 
ments, that sponsors wdl not clam, as part of 
then- required lo-percent share, funds which 
had been advanced to them under other Fed- 
eral grant programs 

The Secretary of Labor advised us that 
the Department and the sponsors had mltl- 
ated corrective actions and that every effort 
was bemg made to adJust to the requirement 
that a sponsol’s share of the program costs 
not be derived from other Federal funds or 
funds obtamed from non-Federal sources 
previously used to match Federal funds under 
other programs (B-162001, December 26, 
1968) 

10 YOUTH WORK-TRAINING 
PROJECTS (LOS ANGELES COUNTY)-In 
January 1969 we reported to the Congress on 
the need for substantial improvements by the 
Department of Labor and the sponsor m sev- 
eral aspects of the admmlstratlon of the 
Neighborhood Youth Corps (NYC) program 
operated m Los Angeles County, California 
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NYC actn&es m Los Angeles County began 
m February 1965, and Federal funds-author- 
ized through June 1968 totaled about $34 4 
milhon 

We concluded that the NYC program m 
Los Angeles nught not always have reached 
those youths m need of the program as de- 
fined by the Bureau of Work-Trammg Pro- 
grams We found that a substantial number of 
youths enrolled m the NYC program m Los 
Angeles County did not meet the eh~blhty 
cntena estabhshed by the Department, or we 
could not readily venfy then ehglblhty be- 
cause the files did not show that the sponsor 
had ehclted from the enrollees sufficient 
mformation upon which to make sound de- 
termmations of ehgbfity 

We found also that there was a need for 
the sponsor to evaluate the effectiveness of 
the orientation programs bemg gven by its 
subsponsors to new NYC enrollees, to improve 
the quahty of work supervision and increase 
counseling services gven to enrollees, to m- 
crease enrollment of NYC enrollees m sup- 
plemental education programs and nnprove 
class attendance by those youths enrolled m 
such programs, and to provide increased 
emphasis on Job-development and follow-up 
services for enrollees whose partlclpatlon m 
the NYC program had termmated 

In addltlon, we noted the need for lm- 
provement by the sponsor m controls over 
wages and salaries pad to enrollees and the 
admmlstratlve staff, for documentation of the 
non-Federal contnbutlons to the NYC pro- 
gram, for tlmehness m auditing the activities 
of its subsponsors, and for commumcatlon 
between NYC admmlstrators 

We recommended, m general, that the 
Department of Labor momtor the lmple- 
mentatlon of corrective actions planned by 
the sponsor and its subsponsors to nnprove 
eh@bllty determmatlons and ensure that such 
improvements are accomphshed on a timely 
basis 

On January 16, 1969, we were advised 
by the Department of Labor of the corrective 
actions taken or to be taken by the Depart- 
ment, the sponsor, and the Cahforma State 
Employment Servxe on our findings and 
recommendations (B-165214, January 7, 
1969) 

11 YOUTH WORK-TRAINING 
PROJECTS (PHILADELPHIA AND PITTS- 
BURGH)-In a report to the Secretary of 
Labor m Aplll 1969, we pomted out a num- 
ber of deficiencies m the adrmmstratlon of 
the Neighborhood Youth Corps (NYC) pro- 
gram m Phlladelphla and Pittsburgh that 
warranted attention by the Department of 
Labor NYC activities began m Ptiadelptia 
durmg March 1965 and m Pittsburgh durmg 
June 1965, and Federal funds authorized 
through June 30, 1968, totaled about $26 5 
m&on 

We concluded that, for 40 percent of 
1 ,123 youths enrolled m the NYC program m 
Ptiladelphla and Pittsburgh, ehglbllty cntena 
estabhshed by the Department had not been 
met or ehgblllty of the youths could not be 
readily ascertained because records supporting 
the sponsors’ eh@b&ty determmatlons were 
not complete 

We found a need for the sponsormg 
orgamzations to take appropnate actlon to 
increase enrollment and improve attendance 
of NYC youths m supplementary education 
programs, to adequately support m-lurid con- 
tnbutions clanned as the sponsors’ share of 
project costs, to unprove the controls over 
payroll operations, and to consider use of 
available Government sources of supply m 
acqumng office equipment and supphes 

In addltlon, we beheved that there was a 
need for more effective momtonng of sponsor 
operations by the Department to improve 
program effectiveness and to ensure comph- 
ante with work-trammg contracts 
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We recommended that the Department 
obtam the needed nnprovements m screemng 
procedures of the sponsors m Pluladelphra 
and Pittsburgh and that the Department 
mtenslfy its momtormg of these procedures m 
these &es We recommended also that the 
Department assist and encourage the sponsors 
to improve other aspects of the adrmmstra- 
tlon of the NYC program 

On June 19, 1969, the As&ant Secre- 
tary of Labor for Admmlstratlon advised us 
that the sponsors were currently reviewmg 
and carefully momtormg all enrollee records 
for ehgblllty, utihzmg guidance mformatlon 
(school attendance and grades) and mcome 
cntena pubhshed by the Office of Econormc 
Opportumty and by the Department of 
Labor He stated also that addltlonal man- 
power resources which the Department of 
Labor had authonzed m these areas would 
allow for more frequent and detailed momtor- 
mg of sponsors’ total operations and for pro- 
vldmg technical assistance to the sponsors 

The Assistant Secretary also advised us 
that the Department of Labor agreed with our 
other findings and recommendations and out- 
hned the corrective actions bemg taken by the 
Department and the sponsors (B-165666, 
Aprrl8, 1969) 

12 ADMINISTRATION OF ECO- 
NOMIC OPPORTUNITY LOAN PRO- 
GRAM-In an April 1969 report to the Con- 
gress, we expressed the opmlon that the 
efflaency of the admmlstratlon of the Eco- 
nomic Opportunity Loan (EOL) Program by 
the Small Busmess Admmlstra$on (SBA) could 
be substantially improved We also stated 
that, m some cases, the effectiveness mth 
which the program achieved the objectives of 
the Econormc Opportumty Act could be m- 
creased 

In our evaluation of the adrmmstratlon 
of the program we rehed, to the extent we 

considered feasible, on the results of the re- 
view made by SBA’s Audits Dlvlslon Our 
survey also included a review of three reports 
on studies of the EOL Program which were 
issued m February 1966 and m June and 
December 1967 by two consultmg firms 

Our survey showed that 

-SBA had made only limited analysesof 
program mformatlon for evaluatrng the 
effectiveness of the program 

-The lack of speclflc guIdelines for ap- 
plying the various loan ellglbllrty crl- 
terla appears to have resulted In ques- 
tionable interpretations of the criteria 
In some cases, however, we concluded 
that inadequate conslderatlon of exlst- 
mg guldelmes by SBA officials was the 
basic cause for questionable mterpreta- 
tlons 

-The stated objective of the Economic 
Opportunity Act with respect to Im- 
proving managerial skills employed In 
small busmess concerns had not been 
fulftlled 

-SBA needed to improve Its evaluation 
of the applicants’ ability to repay loans 

The mternal auditors m then review also 
noted a need for improvement of various pro- 
cedures m the review, approval, and adnums- 
tration of loans We stated that the coflectlve 
action taken by SBA concemmg the need to 
nnprove certam procedures brought to man- 
agement’s attention by the mternal auditors 
should, if properly Implemented, nnprove the 
admmlstration of the EOL Program 

We recommended that, m order that the 
Congress and SBA may be m a posltlon to 
better evaluate the effectiveness of the pro- 
gram for meeting the objectives of the act, 
SBA, throughout the term-of&he loan, obtam 
mformation regardmg the number of persons 
employed by the borrower, that SBA make 
further efforts to provide more specific m- 
structlons and guidance to SBA employees 
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for use m thev review and approval of EOLs, 
and that SBA intensify its efforts to obtam 
adequate fmanclal data from the loan 
apphcant and that loan speclahsts mtenslfy 
their analysis of the data 

In commenting on our fmdmgs 111 No- 
vember 1968, the Adrmmstrator of SBA 
expressed general agreement vvlth the matters 
pointed out but &d not favor our proposals for 
specific corrective action He stated that, m 
the opmlon of SBA, actions already taken 
would ehmmate the weaknesses outlmed m 
the report (B-130515, Aped 23,1969) 

13 CONSOLIDATION AND 
COORDINATION OF PRESCHOOL PRO- 
GRAMS AMONG FEDERAL AGENCIES-In 
a report submitted to the Congress m Feb- 
ruary 1969, we compared the preschool pro- 
grams operated m Los Angeles County, 
California, durmg the 1966-67 school year by 
the Office of Economic Opportumty (OEO) 
and by the Office of Education and the Social 
and Rehabllltatlon Service, of the Department 
of Health, Education, and Welfare (HEW) We 
reported that differences exlsted m the types 
and degrees of services provided to the en- 
rollees m the areas of education, health, nutn- 
tlon, and soaal services m three federally 
supported preschool programs In the area of 
program admmlstratlon, we reported that 
differences existed m such areas as (a) age and 
Income enrollment cntena, (b) staff qualifi- 
cation requirements and salanes pad, (c) staff 
workload and responslblllty, (d) program 
duration, and (e) program evaluation 

On the basis of our renew, we belleve 
that, to reahze maxunum benefits from the 
preschool programs and to avoid mconslsten- 
cles and possible mequltles among dlsadvan- 
taged children being served, there IS a need for 
coordmated dlrectlon of the programs among 
the Federal agencies and a need for consldera- 
tlon of the deslrablllty of prescnbmg com- 

parable cnterra for enrollment, comparable 
guldelmes for services, and a standard term of 
enrollment among the preschool programs 
Further, we believe that there IS a need for 
evaluation of the comparative degrees of 
success that have been attamed m the various 
programs, smce, m our opmlon, such an evalu- 
ation would form a constructive base for 
future programs 

The need for more effective coordma- 
tlon of Federal programs was recogmzed m 
section 631 of the Economic Opportumty 
Act of 1964, as amended December 23, 1967 
This section provided for reestabhshmg the 
Economic Opportumty Council, m part, to 
assist the President of the Umted States m 
provldmg for the coordmatlon of Federal pro- 
grams and activltles related to the act and m 
resolving differences arrsmg among Federal 
departments and agencies with respect to such 
programs and actlvltles 

The responslbllltles of the Economic 
Opportumty Council, the Director of OEO, 
and partlclpatmg Federal departments and 
agencies m combmmg, coordmatmg, and con- 
sohdatmg programs are further defined m sec- 
tions 632,633, and 634 of the act 

In view of the mconslstencles and pos- 
sible mequltles m servmg disadvantaged chll- 
dren and the need to achieve a more 
coordmated effort m admmlstermg the pre- 
school programs, we proposed that the Eco- 
nomlc Opportunity Council determme 
whether the vanous preschool programs 
adrmmstered by OEO and by the Social and 
Rehabllltatlon Service and the Office of Edu- 
cation, HEW, should be consohdated under a 
smgle Federal agency 

Pendmg such a determmatlon we pro- 
posed that the Secretary, HEW, together with 
the Dn-ector, OEO, and the Econonuc Oppor- 
tunity Council-as authonzed by part B of 
title VI of the Econormc Opportunity Act- 
take such actions as might be required to 
strengthen the coordmation among the van- 
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ous preschool programs and to consider the 
need for comparable cntena to be applicable 
to the programs m the mterest of provldmg 
more equal service to partlclpatmg, dlsad- 
vantaged cMdren 

We were mformed by OEO that as of 
November 30, 1968, the President had not 
yet appomted members to the Economic 
Opportumty Council reestabhshed by the 
Economic Opportumty Amendments of 
1967, however, both HEW and OEO advlsed 
us of actions taken by them that were respon- 
sive to our proposals 

The Acting Duector of OEO informed us 
that, pursuant to a dlrectlve from the White 
House dated Aplll 10, 1968, the Secretary of 
HEW had estabhshed a Federal Panel on Early 
CMdhood The OEO letter advised us that 
the Panel, which was composed of representa- 
tlves of Federal agencies adnumstelvlg related 
programs on early chldhood, had been asked 
to develop, among other thmgs, plans for the 
most effective use of operatmg, research, 
trammg, and techmcal assistance funds avail- 
able to the departments and agencies m ways 
which would support the obJectives of all 

Also, the dn-ectlve provided that the plan 
be developed so as to ensure that program 
coordmation, both m Washmgton and m the 
field, would be contmuous and that semces 
would be available wherever needed under 
common standards and pnontles and m ways 
that would actively mvolve State, local, and 
private agencies 

The Secretary of HEW, m tis letter of 
October 4, 1968, stated that the Panel was 
currently engaged m a series of studies and 
workmg on a program called the Commumty 
Coordmated Clzlld Care Program, which were 
addressed directly to the kmd of matters dls- 
cussed m this report 

In addition to the above, the Congress, 
under section 309 of the Vocational Educa- 

tion Amendments of 1968, directed the Press- 
dent to make a special study of where the 
responslblllty for admmlstermg the Head 
Start program should rest and to subrmt the 
fimdmgs of this study to the Congress not 
later than March 1, 1969 On February 19, 
1969, the President subrmtted the special 
study to the Congress and also directed that 
preparation be made for the delegation of 
Head Start to HEW In accordance with the 
President’s duectwe, responslblllty for the 
Head Start program was delegated to HEW 
effective July 1, 1969 (B-157356, February 
14, 1969) 

14 TRANSFER OF HEAD START 
ENROLLEE RECORDS-We reported to the 
Congress m February 1969 that the Office of 
Econormc Opportunity (OEO) pohcy which 
requires that records of children enrolled m 
the Head Start program be transferred to the 
elementary schools subsequently attended by 
the children was not bemg fully followed m 
the program admmlstered by the Econormc 
and Youth Opportumty Agency of Greater 
Los Angeles (EYOA) Transfer of these 
records, which contamed nnportant data on 
the chldren’s Head Start performance and the 
extent of health services provided, 1s neces- 
sary to ensure that the children are not de- 
paved of certam benefits of the program 

Durmg our visits to certam delegate 
agencies, we noted that the records of ch& 
dren enrolled m the Head Start program had 
not been transferred because their parents had 
not submitted to the elementary schools the 
postcard form which was furnished to the 
parents by the delegate agencies for use by 
the schools m requestmg the records After 
we discussed this matter with EYOA officials, 
EYOA adopted a revised procedure wlvch 
provided fol the delegate agencies to hand- 
carry the Head Start enrollees’ records to the 
appropnate schools 
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By letter dated July 12, 1968, th’e Act- 
mg Director, OEO, Informed us that exact 
procedures for the transfer of records could 
be worked out only at the local level and that 
the 1966 guldelmes duected that provlslon be 
made for the transfer of the health records of 
Head Start enrollees 

Subsequently, OEO offlclals acknowl- 
edged to us that, apparently because of an 
oversight, the OEO Head Start gmdelmes 
issued m September 1967 did not contam a 
requirement for the transfer of enrollee 
records to the elementary schools attended by 
the former Head Start enrollees We therefore 
recommended that the Director of OEO revlSe 
the Head Start guldehnes to require the trans- 
fer of enrollee records to the elementary 
schools attended by former Head Start en- 
rollees (B-157356, February 14,1969) 

15 INCREASED ENROLLMENT 
IN THE HEAD START PROGRAM-We 
reported to the Congress m February 1969 
that we believe that the enrollment of ch.& 
dren m the Head Start classes m Los Angeles 
County could be mcreased If the Office of 
Economic Opportunity (OEO) class enroll- 
ment cntena were revised to give recogmtlon 
to the average ddy attendance of enrollees 
The Head Start class size recommended by 
OEO was 15 children with a maximum and 
mmmmm enrollment of 20 and 12 cudren, 
respectively We found that the enrollments m 
Head Start classes were hmlted by the Eco- 
normc and Youth Opportumtles Agency of 
Greater Los Angeles (EYOA) to 15 cluldren 
and that additional children could have been 
enrolled smce the average dtiy attendance for 
the classes of selected delegate agencies was 
about 12 ctidren 

After we brought this matter to EYOA’s 
attention, EYOA advised its delegate agencies 
m March 1967 to increase the enrollment m 
then- classes As a result of the increased en- 
rollment, a total of 523 additional cmdren 

were being served by April 30, 1967 We 
estimated that these children had been accom- 
modated dunng the remammg 4 months of 
the program year at an additional cost of 
about $39,000, or about $355,000 less than 
we estnnated would have been reqmred to 
estabhsh new classes to serve a hke number 
of children 

We proposed that the Director of OEO, 
to increase the number of children partlclpat- 
mg m the Head Start programs and to obtam 
the maxnnum benefits from the resources 
provided by OEO, revise the mstructlons per- 
taming to class enrollment to provide that 
grantees, m setting class levels, gwe recogm- 
tlon to the average dtiy attendance 

By letter dated July 12, 1968, the Act- 
mg Director of OEO informed us that OEO 
beheved that grantees should be encouraged 
only as a last resort to enroll additional ch& 
dren where absenteeism becomes an acute 
problem He mformed us also that OEO 
stressed that Head Start teachers and social 
workers should not consider absent children 
expendable or replaceable but rather should 
gve them the mtenslve attention needed to 
overcome the dropout problem 

The mtent of our proposal was, m part, 
to permit a greater number of chldren to 
attam the benefits of the Head Start program 
Although we agree with the concept advanced 
by OEO, we beheve that, as a practical mat- 
ter, actions cannot be taken that would re- 
duce absenteeism to a point where OEO’s 
recommended student-to-teacher ratio would 
be met 

We therefore recommended that the 
Dn-ector of OEO revise Head Start OEO 
guldehnes to requve Head Start grantees to 
enroll a sufficient number of children to 
ensure that the average class attendance IS m 
hne mth OEO’s desired staffing patterns, g~v- 
mg due conslderatlon to pnor enrollment and 
attendance statlstlcs and to the need to lden- 
tlfy, and take appropnate action or cor- 
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rect, the causes of absenteeism (B-157356, 
February 14,1969) 

16 INCOME ELIGIBILITY STAND- 
AR DS-In a report submrtted to the Actmg 
Dn-ector of the Office of Economrc Oppor- 
tunity (OEO) m September 1968 on our review 
of the Legal Services program operating m the 
cities of Phrladelphra and Prttsburgh, Pennsyl- 
vania, we reported that, under the OEO legal 
services program gurdelmes, the delegate agen- 
cies were permitted to adopt ehgrbrhty stand- 
ards that contamed higher Income hmltatrons 
than those used m other OEO programs We 
also reported that the attorneys partrapatmg 
m the Pittsburgh program were not followmg 
the ehgrbrhty standard adopted for then pro- 
gram but were followmg standards that the 
attorneys mdrvrdually determmed to be appro- 
prrate 

The director, Legal Services program, m- 
formed us that vanatrons from OEO’s general 
income cntena were Justified because (a) re- 
gronal differences exrsted m the cost of lmmg, 
(b) the uniform poverty standard would be 
mappropnate because of the hrgh cost of legal 
services, and (c) it was desnable to have the 
same Income standard as that of the local 
legal ard socrety 

We questioned whether these reasons JUS- 
trfied the use of drffermg mcome ehgrbrhty 
standards m the legal servrces program We 
beheve that regonal differences m the cost of 
hvmg and m the cost of the services offered 
would exist wrth respect to other programs 
funded by OEO Asrde from thrs questron, we 
believe mequahtres can result when attorneys 
m a partrcular program are pernutted to mdr- 
vrdually estabhsh cnterra 

We recommended that OEO review the 
propnety of its pohcy of pernuttmg the estab- 
hshment of mcome ehgrbrhty standards m the 
legal services program which may vary from 
OEO’s generally applicable gurdehnes We also 

recommended that attorneys of the Prtts- 
burgh program be required to apply mcome 
ehgrbrhty standards on a uniform basrs to all 
persons assrsted (Report to the Actmg 
Dnector, Office of Economrc Opportumty, 
September 5, 1968) 

17 ADMINISTRATION AND 
OPERATION OF THE HEAD START PRO- 
GRAM-In February 1969 we reported to the 
Congress that our review of the Office of 
Econormc Opportunity (OEO) Head Start 
services provided by delegate agencies of the 
Econornrc and Youth Opportumtres Agency 
of Greater Los Angeles (EYOA) showed that 

-Services were not being made available 
on a basis that would permit all disad- 
vantaged children throughout the 
county to have an equal opportunrty to 
participate in the program 

-Children were not enrolled In classes In 
sites nearest to their homes, which t-e- 
sulted In not keeping to a mmlmum the 
bussing of children and the traveling by 
agency personnel to children’s homes 
and by chtldren’s parents to classes 

-Some class sites of delegate agencies 
were widely dispersed As a result, 
supervision could not be provided on 
the most eff iclent and economical basis 

We reported also that the delegate agencres 

-Had employed certain persons who did 
not meet OEO’s prescribed quallfrta- 
tlons for the posmons without docu- 
menting the agencies’ ]ustlflcatlon for 
deviating from the requirements 

-Had leased certain classroom space at 
rates that exceeded those specified in 
OEO guidelines and approved budgets 
and had accepted certam classroom 
space as a non-Federal share of program 
costs although such actron was 
speclflcally prohibited by OEO 
guidelines 



-Were not fully documenting 
expenditures of Federal funds 

-Were not determining the ellglblllty of 
children from mllltary families for 
enrollment In the program In 
accordance with OEO’s criteria 

We proposed that, to reduce mstances on 
noncomphance wth OEO-prescribed cntena, 
mstructlons, and procedures, the Director, 
OEO, reevaluate the allocation of OEO’s 
program resources so as to ensure that 
sufflclent emphasis is being Bven by OEO 
regonal office personnel to mamtam a close 
workmg relationstip at the local level We 
proposed also that the Director, OEO, 
reemphasize to the Western Regonal Director 
the need for timely and effective guidance, 
supervlslon, and review of the plannmg and 
operations of EYOA’s Head Start program 

The Actmg Director of OEO informed us 
that OEO had been acutely aware of the need 
to develop effective momtonng systems, to 
provide useful guldehnes to Head Start 
programs, and to ensure that needed program 
lnformatlon flowed smoothly from OEO 
through the grantee to the delegate agencies 
He informed us also that OEO had been 
workmg to bulld up the staff of the regtonal 
offices to a level sufficient to provide the 
needed guidance, supervlslon, and review 
(B-l 57356, February 14,1969) 

18 ENTERTAINMENT COSTS-We 
reported to the Director of Job Corps m 
October 1968 that, durmg our review of actl- 
vltles of the Albuquerque Job Corps Center 
for Women, Albuquerque, New Mexico, we 
noted that certam costs of questionable allow- 
ability had been mculuded m vouchers sub- 
mitted to the Office of Econonnc Oppor- 
tunity (OEO), by the contractor, Packard Bell 
Electromcs Corporation, for rennbursement 

under contract OEO-2480 Included m these 
costs were several instances where expense 
reports submitted by Center personnel for 
reimbursement by Packard Bell included the 
costs of food and/or entertainment furmshed 
to OEO employees 

Although it 1s recogmzed that OEO’s 
Standards of Conduct for Employees provide 
that employees may accept food and refresh- 
ment of nommal value m the ordmary course 
of a luncheon or dmner meetmg or other 
meetmgs when the employee’s attendance at 
the meeting 1s m the interest of OEO, we 
reported that the frequency mth which cer- 
tam OEO employees had accepted food 
and/or entertamment provided by contractor 
officials warranted the attention and review 
of OEO 

As a result of our report, Job Corps 
changed its pohcy to state “***that all con- 
ference meals and/or entertamment m whch 
Job Corps employees and contractor per- 
sonnel participate, ~111 be on a ‘dutch treat’ 
basis, without exception ” (Report to 
Dnector of Job Corps, Office of Economic 
Opportunity, October 2, 1968) 

19 JOB CORPS GRADUATION 
REQUIREMENTS-h a report to the Dlrec- 
tor of Job Corps, Office of Econonuc Oppor- 
tunity, m September 1968 on our review of 
the operations of the Omaha Job Corps 
Center for Women and the Excelsior Sprmgs 
Job Corps for Women we reported that the 
respective centers differed m their requlre- 
ments for graduation and that the opmlons of 
vanous staff members appealed to be the con- 
trolling factor m deternumng whether a corps- 
woman had qualified for graduation 

The Excelsior Sprmgs Center’s requlre- 
ments for graduation m a vocation consisted 
of completion of courses such as Home and 
Farmly and World of Work, completion of the 
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basic educatlonal courses required to brmg 
the achievement level of the corpswoman up 
to the grade equivalent level designated for 
the vocation selected, and completion of the 
vocational educatlonal courses and on-the-Job 
trammg (OJT) designated for the vocation 
selected 

Our review of the Excelsior Sprmgs 
Center records for selected corpswomen who 
graduated during the penod of our review or 
had supposedly completed their tralmng 
except for OJT revealed httle mformatlon as 
to when and the manner m which they had 
obtamed the achievement level required for 
graduation Although the records reviewed 
generally indicated the various courses taken 
by the corpswomen, there was httle docu- 
mentation m the files to show when and how 
the corpswomen had attamed the specific 
skills required for that vocation Accordmg to 
center officials, the teachers determined 
whether the corpswomen had progressed to 
the level required for graduation 

At the Omaha Center offlclals advised us 
that there wele two basis prerequisites for 
graduation The first prerequlslte consisted of 
a collectwe evaluation by teachers and staff 
members that the corpswoman was employ- 
able The other prerequlslte was the satls- 
factory completion of the first three steps of 
a personal development program which con- 
sisted of five “Life Sk&” steps Center offi- 
cials stated that although the enrollees were 
encouraged to complete all five steps, only 
the first three steps were required to be com- 
pleted pnor to graduation Our review of 
Center records for 37 enrollees who were 
graduated m Apti 1967 showed that only 24 
of the 37 had completed the three required 
steps 

We reported that there was a need to 
develop and apply uniform standards for 
determmmg when a corpswoman was quah- 
fied for graduation to ensure that graduates 
had aclzleved acceptable standards of conduct 
or progress 

In December 1968, OEO reported that 
all women’s centers had established gradua- 
tion cntena covermg vocational, academic, 
and social achievement (Report to Director 
of Job Corps, Office of Econormc Oppor- 
tunity, September 19, 1968) 

20 ADMINISTRATION OF HEAD 
START GRANTS-In May 1969 we reported 
to the Actmg Director, Office of Econonuc 
Opportunity (OEO), that OEO needed to (a) 
improve controls over grantees’ financial re- 
porting to ensure prompt dlsposltlon of 
unobhgated funds remaining mth grantees at 
the end of the grant penod and (b) strengthen 
accounting controls over funds returned to 
OEO by grantees 

We evaluated OEO’s pohcles and proce- 
dures for controlhng grant funds and made an 
exammatlon of fiscal and other records for 
selected Head Start program grants at OEO 
Headquaters m Washmgton, D C , and the 
OEO regonal offices m San Francisco, Call- 
forma, New York, New York, and Austin, 
Texas 

We found that, because OEO had not 
effectively adnumstered the fmanclal report- 
mg requirements of the grant programs, It had 
no accurate knowledge of the status of Fed- 
eral funds m the hands of grantees or the 
amounts which should have been returned to 
OEO For example, our review at OEO Head- 
quarters of selected Head Start grants funded 
m fiscal year 1965 showed that OEO had not 
received the lequlred financial reports from 
81 grantees who had received Federal funds 
totaling about $9 nulhon Our review at the 
OEO reglonal offices also showed that 
grantees were not submlttmg the required 
financial reports 

To correct tlus situation, we recom- 
mended that OEO Headquarters issue orders 
and mstructions to emphasize the need for 
strict enforcement of grant program require- 
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ments and to establish effective controls over taged clnldren of an opportunity to partlc- 
the programs lpate m the program 

In addition to the above, we found that 
the financial reports of 105 grantees that had 
received Federal funds totalmg over $4 
rmlhon showed a total of about $350,000 m 
unexpended funds We were unable to fmd 
any evidence that OEO had received or depos- 
lted any of these funds Upon subsequent 
exammatlon of the funds received by OEO, 
we noted that $82,000 of the $350,000 had 
been received and deposited m the U S Treas- 
ury but that most of these funds had not 
been entered mto OEO’s accounting records 
at the time of receipt 

We beheve that it IS one of manage- 
ment’s prrme responslbllltles to ensure that 
the agency comply with the laws and regula- 
tions apphcable to the receipt and dlsburse- 
ment of public monies We recommended that 
management ensure that funds recewed are 
promptly entered mto the accounting records 
We recommended also that OEO contmue its 
actlons to recover the unexpended balances of 
Head Start grants (Report to the Actmg 
Director, Office of Economic Opportunity, 
May 9, 1969) 

21 ELIGIBILITY CRITERIA FOR 
THE HEAD START PROGRAM-h a report 
submitted to the Congress m February 1969, 
we reported that over 490 ctidren who were 
enrolled m the Head Start classes m Los 
Angeles County were mehgible on the basis of 
the farmly income cntenon established by the 
Office of Econonuc Opportunity (OEO) We 
also reported that about 200 chJdren who 
were enrolled m the program-some of whom 
may be included m the group of over 
490-did not meet the OEO age cntenon 
Smce funds were not made available to serve 
all the ehgble chldren m Los Angeles 
County, it appeared that the enrollment of 
mehgble &ldren deprived eilgble, dlsadvan- 

It appeared also that medlcal services 
were provided to about 100 ctidren and that 
dental services were provided to about 580 
children who were not entitled to the services 
under OEO’s pohcy and its grant agreement 
with the Econormc and Youth Opportumtles 
Agency of Greater Los Angeles (EYOA) 
because controls had not been established to 
prevent the furmshmg of the services to such 
children 

We estimated that program costs alloca- 
ble to services provided to the enrollees dur- 
mg the 1966-67 program penod amounted to 
a nummum of about $451,000 for children 
who did not meet the age cntenon and about 
$30,000 for cluldren who wele not entitled to 
receive medical and dental services 

OEO estabhshed Income and age cnterla 
for determmmg ehgblhty of children for 
enrollment m the program and for deter- 
mmmg the extent of medical and dental serv- 
ices to be provided, however, OEO did not 
establish adequate controls for ensurmg full 
comphance with the cntena 

We beheve EYOA’s practices m admm- 
lstermg ehgblhty requirements evidenced a 
need for lmprovmg the effectiveness and time- 
liness of guidance, commumcatlon, and 
review by OEO and EYOA and a need for 
lmprovmg the cooperative planning between 
EYOA and its delegate agencies so that serv- 
ices can be provided to those children who are 
entitled, under program guldehnes, to such 
services 

After we brought our findings to 
EYOA’s attention, it issued mstructlons to its 
delegate agencies requn-mg that immediate 
steps be taken to comply with OEO’s income 
ellgblhty requirements Subsequently, we 
wele advlsed by EYOA that 491 mehglble 
enrollees had been dropped from the program 
and that they had been promptly replaced by 
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eligible children We estimated tha’t the 
replacement of the 491 mehglble children m 
the program with ehgble children resulted m 
the redirection of funds of about $259,000 
during the 3-month penod ended August 3 1, 
1967 EYOA advised us also that m the future 
only disadvantaged children eliable under 
OEO age and income cnterla would be 
enrolled m the program 

We proposed that the DIrector of OEO 
(a) reemphasize to grantees and their delegate 
agencies the need to comply v&h ellglblhty 
criteria, (b) have the Western Reglonal 
Director evaluate the effectiveness of the 
actions taken by EYOA to more fully comply 
wth the ehglblhty cntena and of the efforts 
by EYOA’s field representatives, and (c) 
encourage the full partlclpatlon by the dele- 
gate agencies m the preparation of the Head 
Start proposals 

The Acting Director of OEO, m com- 
mentmg on our findings and proposals by 
letter dated July 12, 1968, informed us that 
OEO had taken the follomng actlons toward 
attammg the objectives of our proposals 

-Several complementary systems had 
been developed for evaluatmg the effec- 
tiveness of grantee recruttlng and 
screenrng efforts and for developmg 
guIdelInes which would help the 
grantees accomplish that task 

-A specially recruited staff had made site 
vlsrts to about 780 Head Start programs 
In 1966 and 1967 for the purpose of 
focusing special attention on problems 
of Income ellglbllrty, and, as a result, 
Head Start guldelmes had been revised 

-The Director’s office had Issued special 
InstructIons to Regional Directors on 
the importance of ensurtng that Income 
ellglblllty guldelmes were observed 

-The Of0 Western Regional Office had 
established a special office in Los 
Angeles to improve communication and 
coordination with delegate agencies 

-EYOA had mltlated weekly meetings 
with the program directors of 1% dele. 
gate agencies OEO guIdelInes stressed 
the need for greater partlcipatlon by the 
delegate agencies and by the Head Start 
parents In program planning, and the 
Head Start appllcatlon was deslgned to 
make this requirement effective 

(B-157356, February 14, 1969) 

22 ACCOUNTING CONTROLS 
OVER CASM ADVANCES-In June 1969 we 
reported to the Congress on our review of 
selected aspects of payments and charges to 
Job Corps members by the OffIce of 
Econonuc Opportunity Operations, Finance 
Center, U S Army (OEOO-FCUSA), Indlan- 
apohs, Indiana, for the Office of Econormc 
Opportumty (OEO), that there was a need to 
improve financial controls over Job Corps 
allowances 

Under an interagency agreement, OEOO- 
FCUSA makes payments for the Job Corps to 
all corps members for vanous types of allow- 
ances In calendar year 1967 such payments 
amounted to about $105 mllhon and OEOO- 
FCUSA was reimbursed by OEO m the 
amount of $1 6 mllhon for the cost of ths 
operation 

From a statlstlcal sample, we estimated 
that m 1967 Job Corps centers did not report 
cash advances of about $125,000 to OEOO- 
FCUSA because of inadequate accounting 
controls We estimated that, if the advances 
had been properly reported, about $115,000 
could have been deducted from separation 
payments 

We also found that unexcused absences 
for which corps members were not entitled to 
allowances were not properly reported to 
OEOO-FCUSA and that OEO’s pohcy requlr- 
mg recovery by the Job Corps centers of the 
unused pal tlon of Government-furmshed 
transportation or meal tickets was not bemg 
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implemented and OEOO-FCUSA was not 
notified so that the amount due termmated 
corps members could be reduced by the value 
of the unreturned tickets 

Although about 5,600 termmated corps 
members reenroll annually and our tests 
showed that many reenrollees may have debts 
outstandmg from pnor enrollment, pohcles 
and procedures did not call for collection of 
such debts upon readmittance 

We proposed that OEO conduct a study 
of all areas affectmg corps members’ allow- 
ances to establish a set of uniform pohcles 
and to develop adequate mstructlons and 
guldehnes for use by center directors m estab- 
hshmg better control over advances and other 
amounts due or to be collected from corps 
members 

OEO and the Department of the Army, 
m commentmg on the draft report, expressed 
general agreement with our findings and pro- 
posals and advised us of a number of correc- 
tive actions taken or to be taken 

We believe that, if the actions taken or 
being taken by OEO and OEOO-FCUSA are 
satlsfactonly implemented, overall control 
over corps members’ pay and allowances 
should be matenally strengthened However, 
we understand that OEOO-FCUSA does not 
plan to reconcile amounts claimed by centers 
to reimburse then- lmprest funds with 
amounts advanced to corpsmen for certam 
needs 

We therefore, recommended that the 
Director, OEO, make the necessary arrange- 
ments mth the Department of the Army to 
have OEOO-FCUSA reconcile all types of 
advances at least on a test basis (B-130515, 
June 30, 1969) 

FEDERAL-AID AIRPORT PROGRAM 

23 AIRPORT SPONSORS USE OF 

FUNDS DERIVED FROM SALES OF DO- 
NATED FEDERAL LAND-We reported that 
anport sponsors had used proceeds derived 
from the sale of Government-donated land to 
offset (a) the sponsors’ share of the cost of 
Federal-ad airport program (FAAP) projects 
and (b) the cost of airport developments not 
ehgble for Federal partlclpatlon under FAAP 
In some cases, funds derived from the Govern- 
ment (proceeds from sale of Government- 
donated land and FAAP funds) were sufflaent 
to offset substantially all of a sponsor’s mvest- 
ment m its arport The Federal Avlatlon Ad- 
mmlstratlon’s (FAA’s) pohcy permitted an- 
port sponsors to dispose of land donated 
under the Surplus Property Act If, among 
other thmgs, the sponsor agreed to apply the 
proceeds to the operation, maintenance, or 
improvement of a public airport We sug- 
gested that (a) FAA’s procedures be revised to 
require an-port sponsors to use the proceeds 
derived from the sales of donated Federal 
land to offset costs of arport development 
ehgble for Federal assistance before glvmg 
addltlonal FAAP funds to the sponsors and 
(b) determine the status of the unexpended 
proceeds and assure Itself that such proceeds 
~11 be used for specific airport purposes 

FAA revised its pohcy to ehmmate the 
meqmtable-matchmg aspect we objected to 
and to provide greater assurance that proceeds 
from sales of donated Federal land would be 
used for specific airport purposes FAA also 
agreed to take actlon to ensure that unex- 
pended proceeds would be used for specific 
arport purposes (B-l 64497( 11, September 
24, 1968) 

FEDERAL-AID HIGHWA Y PROGRAM 

24 FEDERAL EMERGENCY RE- 
L I E F FU N D S-In a letter to the Secretary of 
Transportation m June 1969, we questloned 
the propnety of usmg Federal emergency 
funds to finance 100 percent of the cost of a 
four-lane bndge and approaches to replace the 
two-lane Sliver Bndge which collapsed at 
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Point Pleasant, West Vn-gmla, m December 
1967 

The replacement bndge, estimated to 
cost about $16 1 m&on, was relocated 
downstream from the old bridge, and about 
$7 6 m&on of the estimated cost was dn-ect- 
ly related to the cost of constructmg ap 
proaches 

Federal h&way le@slatlon authorizes 
the use of Federal emergency funds for the 
repar or reconstruction of tighways senously 
damaged as a result of disasters or catastrophic 
falures The Secretary of Transportation IS 
authonzed to finance, with emergency relief 
funds, up to 100 percent of the replacement 
cost of a comparable facMy If the Secretary 
determmes it to be m the public interest 

We concluded that two-lane bridge and a 
four-lane bndge were not comparable m size 
and capacity and advlsed the Secretary that 
the action taken m approvmg the use of Fed- 
eral emergency funds to finance 100 percent 
of the cost of constructmg a four-lane bndge 
and approaches, as a comparable replacement 
for the old bndge, was not consistent with the 
enabling le@slatlon or the pohcles established 
by the Federal Kghway Admmlstratlon to 
implement such leaslation 

We recommended that Federal partlclpa- 
tlon with emergency funds be hmlted to the 
estimated cost of a two-lane faclllty built to 
current design standards In addltlon, we rec- 
ommended that Federal partlclpatlon mth 
emergency funds m the cost of the ap- 
proaches be hrmted to the estimated cost of 
constructmg or reconstructmg the exlstmg ap- 
proaches to a replacement bridge at the old 
location to the extent that such cost resulted 
from the catastrophe (B-166132, June 30, 
1969) 

25 FEDERAL PARTICIPATION IN 
COSTS OF STATE HIGHWAY SAFETY 

PROGRAMS-Our review showed that the 
Federal Highway Admmlstratlon (FHWA), 
Department of Transportation, had estab- 
hshed a pohcy for partlclpatlon m the cost of 
State lughway safety actlvrtles which pent- 
ted the Stales to use the cost of their ongomg 
safety actlvltles to match Federal funds made 
avdable for additional safety efforts under- 
taken pursuant to the highway Safety Act of 
1966 We noted that, as a result of this pohcy, 
some States were obtammg full relmburse- 
ment for the cost of federally approved addl- 
tlonal h&way safety actlvltles undertaken 
and that other States were sharmg m the cost 
of such actlvltles 

Because FHWA’s pohcy Qd not appear 
to us to be consistent with the intent of Con- 
gress, as expressed m the enabhng legslatlon 
and Its legslatlve history, and because It ap- 
peared that FHWA was admmlstermg the pro- 
gram mequltable among the States, we recom- 
mended to the Secretary of Transportation 
that FHWA revise its pohcy to ensure that the 
matchmg of Federal and State funds be ap- 
phed to the cost of additional safety efforts 
and that the practice of usmg expenditures 
for exlstmg State actlvltles for matchmg Fed- 
eral funds be dscontmued 

The Department of Transportation dls- 
agreed wrth our mterpretatlon of the enablmg 
legslatlon and declined to accept our recom- 
mendation Basically, the Department be- 
heved that the intent of the Congress was to 
perrmt the States to match the avalable Fed- 
eral funds mth expen&tures for ongoing safe- 
ty actlvltles of the States We believe that the 
enabling le@slatlon or the IeBslatlve history 
does not support the Department’s posltlon 

We suggested to the Congress that it 
might msh to consider provldmg whatever ad- 
ditional guidance It deemed necessary to clatl- 
fy its mtent wth respect to the manner and 
extent to whch Federal funds are to be used 
for fundmg State h&way safety programs 
(B-165355, June 19, 1969) 
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26 IMPROVED APPRAISAL 
PRACTICES FOR RIGHT-OF-WAY ACQUI- 
SITIONS-We reported that, from at least 
1961, surveillance by Federal H&way Ad- 
numstratlon (FHWA), Department of Trans- 
portation, nght-of-way personnel m the State 
of Rhode Island had shown contmumg weak- 
nesses m the State’s apprasal documentation 
Durmg 0~s same period, the FHWA auditors 
had reported slrmlar weaknesses and had ques- 
tioned the reasonableness of the apprasals 
that were bemg used as a basis for Federal 
partlclpatlon We found that FHWA had not 
taken appropnate corrective action to require 
the State to make timely improvements 

We exammed 22 apprasal reports for 
properties costing a total of about $1 5 mll- 
hon and concluded that all of these apprasals 
were either mcomplete or madequate with re- 
spect to the documentation supportmg the 
valuation of the land or nnprovements 

We recommended that the Federal Hlgh- 
way Adrmmstrator institute an appropnate 
plan of action, mcludmg, if necessary, suspen- 
sion of Federal partlclpatlon m State rrght-of- 
way costs, to (a) obtam the improvements 
required m the State right-of-way acqulsltlons 
control system and (b) provide assurance that 
adequate support exists for the amount of 
Federal partlclpatlon m the State’s claims 

The Federal Highway Adnunlstrator 
agreed that improvements were needed m the 
appra& actlvltles m Rhode Island and re- 
vised FHWA’s apprasal pohcy to provide 
specific requirements which are consistent 
unth generally accepted apprasal practices 
and which will provide FHWA, State, and fee 
apprasers with meaningful cntena for the 
preparation and evaluation of apprasal re- 
pelts used as a basis for Federal relmburse- 
ment 

In add&on, the Federal mghway Ad- 
numstrator pronused other corrective action, 
mcludmg (a) expansion of mspectlon-m-depth 
activities, (b) mtenslficatlon of survedlance, 

and (c) requirement that States be advlsed, m 
wlltmg, of deflclencles noted Documentation 
for apprasals obtamed by the State m pnor 
years are currently bemg reexammed 
(B-l 64497(3), November 19, 1968) 

FEDERAL AID TO EDUCATION 

27 ADJUSTMENT OF FEDERAL 
CONSTRUCTION GRANTS-The Office Of 
Education (OE), Department of Health, Edu- 
cation, and Welfare (HEW), makes grants to 
mstltutions of tigher education under title I 
of the I-hgher Education Faclhtles Act of 
1963 to assist m financmg the construction of 
acadermc faclhtles intended pnmanly for 
undergraduate use In a March 1969 report to 
the Congress, we expressed the belief that 
opportumtles existed for Federal grant funds 
to be used m a more effective and equitable 
manner in accomphshmg this ObJective 

Our review showed that OE had not 
estabhshed adequate procedures for making 
timely reductions m grant amounts for such 
reasons as decreases m estimated construction 
costs or mehgblhty of certam costs for 
Federal financial partlclpatlon We found 
that OE, rather than reduce amounts of 
Federal grants as a result of reductions m the 
costs of faclhtles as ongmally approved, 
allowed many grantee mstltutlons to retam 
and use such grant funds for procurement of 
additional items not included m prodect 
budgets approved at the time the grants were 
awarded For 24 projects it appeared that 
reductions of about $500,000 m grants could 
have been made except that OE had author- 
lzed the mstltutions to retam and use such 
grant funds, generally for procurement of 
additional equipment, although the grantee 
mstltutions had provided assurances that they 
would adequately equip the projects 

We expressed the belief that Federal 
grant funds could have been made available 
for other ehgble projects if appropriate grant 

29 



reductions had been made on a timely basis 
after a need for such reductions became 
apparent We pointed out that at July 1967 
about $755,000 of title I funds had been 
made available for return to the U S Treasury 
rather than used for the title I program 
because required reductions of grants awarded 
m fiscal year 1965 were not made by OE until 
the time had expn-ed wthm which the funds 
could have been legally obligated for other 
construction piojects 

We recommended that HEW require 

-That grant adjustment practices be 
strengthened with a view toward reduc- 
mg grants for decreases In estimated 
project costs and that such reductions 
be made on a trmely basis 

-That project files applicable to exlstmg 
grants be revlewed for the purpose of 
reducing grants In those cases where 
Information available Indicates that 
eligible development costs will be less 
than the estimated cost on which the 
grants were based 

HEW concurred m our recommendations 
and stated that actions had been taken or 
would be taken to strengthen grant adJust- 
ment practices followed by OE (B-l 6403 l(l), 
March 4, 1969) 

28 USE OF FACILITIES CON- 
STRUCTED WITH FEDERAL FINANCIAL 
ASSISTANCE- In a report to the Congress m 
December 1968, we pointed out the need for 
the Office of Education (OE), Department of 
Health, Education, and Welfare (HEW), to 
strengthen Its controls for determining com- 
phance with statutory restnctlons on the use 
of academic facfitles constructed with 
Federal financial assistance 

The tigher Education Faclhtles Act of 
1963 authorizes Federal assistance for con- 
structing, among other thmgs, facllltles to be 

used as classrooms, laboratones, hbrarles, and 
“related fac&ties necessary or appropnate for 
the mstructlon of students ” 

We found that the regulations issued by 
HEW were not clear as to the type of faclhtles 
considered as not being “related faclhtles 
necessary or appropnate for the mstructlon of 
students,” and that, because of the absence of 
adequate guldehnes, some OE representatives 
had not determmed whether the faclhtles 
were bemg used m comphance with apphcable 
restrictions 

Although we found mdlcatlons of only a 
few vlolatlons of the use restnctlons 
apphcable to acadermc facllltles constructed 
wth Federal assistance, we believed that there 
was a need for OE to (a) issue more definitive 
guidelines setting forth the cntena and 
methods to be used m ascertaining whether 
mstltutions were complymg wrth applicable 
restnctlons on the use of facllltles constructed 
wrth Federal financial assistance and (b) make 
reviews to ascertain whether there was com- 
phance wth such restnctlons 

HEW informed us that OE was devoting 
more attention to the refinement of apph- 
cable guldehnes and was developing plans for 
making systematic comphance reviews 
begmnmg m fiscal year 1969 (B-16403 l(l), 
December 23, 1968) 

29 PROCEDURES TO DETER- 
MINE COMPLIANCE WITH INTENDED 
USE OF GRANT FUNDS-h a September 
1968 report to Congressman Glenard P Lips- 
comb and to the Federal grantor agencies m- 
volved, we presented the results of our review 
of the admmstration and use of Federal 
grants for an educatlonal laboratory theater 
project m Los Angeles The project, which 
provided for the establishment of a theater 
group to present four selected plays to second- 
ary school students dunng the school year 
1967-68, was funded Jomtly by the U S 

30 



Office of Education, Department of Health, 
Education, and Welfare, and by the National 
Endowment for the Arts of the Natlonal 
Foundation on the Arts and the Humamtles 

We found that the accounting records 
and procedures used by one of the grantees 
involved had been adequate to account for 
the receipt and expenditure of Federal grant 
funds but that the other grantee had not 
established accountmg procedures to provide 
for the ldentlflcation and recordmg of costs m 
a manner that would permit a determmatlon 
of whether expenditures of Federal grant 
funds had been for the purposes intended and 
were othemse proper and whether Federal 
grant funds had remamed and were returnable 
to the Government at the end of the grant 
pellod 

We expressed the behef that there was a 
need for the Federal grantor agencies to take 
effectrve action to clarrfy the responslbllltles 
of grantees and contractors under the educa- 
tional laboratory theater program, partlc- 
ularly mth regard to the fiscal aspects, and to 
assist such parties m resolvmg problems which 
tend to hmder efficient admmlstratlon of the 
program 

Officials of the Federal grantor agencies 
subsequently informed us of certain steps that 
were being taken to correct the deficlencles 
noted m our report (B-162965, September 
13, 1968) 

30 DISBURSING STUDENT-AID 
FUNDS-h March 1969 we reported to the 
A&ng Commlssloner of Education, Depart- 
ment of Health, Education, and Welfare, 
on our exammation mto the adnumstratlon at 
a college m Cahforma of certam aspects of the 
Federal programs for financial md to students 
We pointed out that, durmg the four aca- 
dermc semesters ended mth the 1968 fall 
semester, $64,5 15 m loans under the National 

Defense Student Loan program and grants 
under the Educational Opportumty Grant 
program had been pad to 98 students who 
did not meet their school enrollment or 
attendance requirements 

We found that the full amounts of loans 
and grants had been disbursed to the students 
for the entire semester about 10 days prior to 
formal regstratlon and that, during the period 
between the receipt of a loan and/or grant 
and formal reastratlon, the students were able 
to adjust then- planned courses of study and, in 
some cases, fell below the rmmmum required 
number of credits or completely mthdrew 
from school We expressed the behef that the 
practice of dlsbursmg the full amount of ald 
for the semester before completion of regs- 
tratlon lent Itself readily to the occurrence of 
such a situation 

College officials informed us that they 
were aware of the problems ansmg from this 
practice and had instituted some changes m 
re@ratlon and aid-disbursement procedures 
amed at mmlmlzmg instances of noncom- 
pliance v&h the requirements of the federally 
assisted loan and grant programs The changes, 
which are planned for mltlatlon mth the 1969 
fall semester, include the lmplementatlon of a 
procedure whereby students generally ~11 be 
required to coordinate regstratlon with 
receipt of aid Ad&tlonally, disbursement of 
ad to a student who has been authonzed to 
receive both a loan and a grant ~11 be made 
m two mstallments-the loan ~11 be paid first, 
at the begmnmg of the semester, and the 
grant will be paid at a later date 

In Aplll 1969, m response to our sugges- 
tlon, the Actmg Comrnlssloner of Education 
informed us that all schools partlclpatmg m 
the student-ald program would be urged to 
adopt payment procedures that would pro- 
tiblt the disbursement of loans and grants 
before reglstratlon (Report to Acting Com- 
mlssloner of Education, Department of 
Health, Education, and Welfare, March 18, 
1969) 
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FEDERAL REGULATORY ACTIVITIES 

31 REGISTRATION OF PESTI- 
CIDE OF QUESTIONABLE SAFETY-Our 
review showed that there was a need for the 
Agrrcultural Research Service (AR@, Depart- 
ment of Agrrculture, to resolve questions of 
safety mvolvmg certam uses by the pubhc of 
pestrclde pellets contammg the chemrcal 
hndane 

We found that ARS regrstered hndane 
pellets for use m vaponzmg devices on a con- 
tmuous basis m certam commercral and m- 
dustrral estabhshments-such as restaurants 
and other food handhng estabhshments-even 
though there had been long-term opposrtron 
to this practrce by the Pubhc Health Service 
and Food and Drug Admmstratron, Depart- 
ment of Health, Education, and Welfare, as 
well as other Federal, State, and prrvate 
orgamzatrons We pomted out that the con- 
troversy associated with the use of the pellets 
stemmed from varying conclusrons as to the 
adequacy of the screntrfic data that was avarl- 
able to prove that the contmuous vaporrza- 
tron of hndane pellets m certam commercral 
and mdustrral estabhshments was safe 

We noted that ARS had not resolved 
questrons of safety rarsed by other Federal 
agencres and by State and private orgamza- 
trons, nor had rt taken actron to restrict or 
disapprove the use of lmdane pellets m 
vaporizers m certam commercral and mdus- 
tnal estabhshments after the products were 
fmt reastered wrth the agency m the early 
1950’s We expressed the opmron that the 
very existence of differences of opmron by 
various mterested orgamzatrons emphasized 
the need for ARS to taken actron to resolve 
the question of safety to human health We 
recommended that the Secretary of Agrrcul- 
ture review the ARS pohcy of regrstenng 
the pellets with a view toward resolvmg the 
questron 

The Department of Agrrculture’s Dnec- 

tor of Science and Education, m commentmg 
on our recommendatron, stated m November 
1968 that ARS planned to meet with (a) 
representatrves of other Federal agencres to 
determine steps necessary to resolve lmdane 
problems and (b) medical experts who serve 
as collaborators to ARS for advice and coun- 
sel on the use of pesticides 

Subsequently, m April 1969, ARS mrtr- 
ated action to cancel the regrstratron of 
hndane products for use m vaponzmg devices 
In its letter to regrstrants, ARS c.tted our 
report to the Congress and stated that, on the 
basis of its reevaluatron of the toxtcology of 
lmdane, the results of Its recent laboratory 
studres, and the opmron of its medrcal ad- 
visors, the contmued regrstratron of the 
products was contrary to provlsrons of the 
Federal Insectlade, Fungrade, and Rodentr- 
crde Act (B-l 33 192, February 20,1969) 

LAND ACQUISITION 

32 ACQUlSiTlON OF LAND FOR 
MIGRATORY WATERFOWL REFUGES- 
In a report to the Congress m September 
1968, we pointed out that the Bureau of 
Sport Flsherres and Wrldhfe, Department of 
the Interror, had acqun-ed or scheduled for 
acqursruon approxrmately 60 percent of its 
Federal obJective, or 2 7 million acres of land, 
at an estimated cost of about $205 mrlhon, 
without, m our opmlon, having estabhshed 
adequate goals and gurdelmes for determmmg 
migratory waterfowl needs 

We expressed our opmron that, as a 
result of not having developed more specrfic 
goals and guldehnes, the Bureau, m several 
mstances, had acquned greater quantrtres of 
surtable habitat than were requrred to meet 
the needs of waterfowl m partrcular geograph- 
ical areas, had acquned, or had scheduled for 
acqursrtron, substantral amounts of btologr- 
tally unessential peripheral refuge lands to 
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gam control of suitable habltat, and had 
estabhshed refuges m areas of relatively low 
value to waterfowl 

Bureau officials advlsed us that the 
Bureau’s long-range population objective had 
Just recently been defined and that research 
was expected to gradually provide more defi- 
mtlve measurements of habltat requn-ements 
than the observed use and emplncal Judgment 
on whch the program then rehed 

We recommended that the Secretary of 
the Interror require the Dlrector of the 
Bureau to estabhsh appropriate waterfowl 
population goals and related land investment 
guldehnes for future guidance of operatmg 
officials We stated that these goals should be 
estabhshed, by specific geographical areas 
mthm each flyway, as standards upon which 
acqulsllons of sultable habltat could be 
rationally planned and coordmated, takmg 
into conslderatlon the matters dlscussed m 
our report 

We recommended also that the Secretary 
consider hnutmg future acqulsltlons until 
such goals and guldehnes are developed to 
help ensure that the hrmted funds avllable 
will be used to the best advantage We recom- 
mended further that pnor acqulsltlons be 
reevaluated m light of such goals and gulde- 
hnes m order that lands not needed to meet the 
needs of the rmgratory waterfowl refuge pro- 
gram m&t be scheduled for sale or exchange 

At the time our report was issued, the 
Department informed us that it was not m a 
position to comment on our conclusions and 
recommendations because a Secretma Advl- 
sory Board had recently conducted a study on 
what the national wlldhfe refuge system 
should be and its conclusions and recommen- 
dations were under detaled review 

In February 1969, the Department m- 
formed us that it agreed with our recommen- 
dations for improvement but &sagree mth 

some of the Information m our report and 
could not accept our fmdmgs and conclusions 
in total 

The Department further advised us that 
numerous actions were bemg taken to 
improve the adnumstratlon of this program, 
including (a) developmg a system approach as 
a framework for improved planmng, (b) con- 
ducting a study on the orgamzatlon and goals 
of the refuge system, and (c) revlsmg the 
Department’s realty manual to require full 
reportmg of the cost and Justlficatlon for 
acqunmg land on the penphery of waterfowl 
refuges and full reporting of all slgmficant 
factors affectmg land acqulsltlon to the tigra- 
tory Bird Conservation Commlsslon which 1s 
responsible for overseemg this program 
(B-l 14841, September 11, 1968) 

LOANPROGRAMS 

33 ESTABLISHING AND CON- 
SISTENTLY APPLYING PROCEDURES 
FOR MAKING LOANS-h August 1968, we 
reported to the Congress that the Bureau of 
Reclamation had not established adequate 
procedures for admmlstermg the small recla- 
mation projects loan programs and that, where 
procedures had been established, the Bureau 
had not always required thev consistent apph- 
cation m makmg loans Generally, the portmn 
of a loan attnbutable to provldmg water for 
Irrigation purposes 1s repayable mthout 
interest, the portion attnbutable to provldmg 
water for domestic, mumclpal, and mdustnal 
purposes 1s repayable with interest 

The legslatlon estabhshmg the small 
reclamation projects loan program indicates 
that projects constructed urlth loan funds are 
to be pnmanly for mgatlon purposes We 
found, however, that, of the 34 loans totalmg 
about $83 6 rmlhon made by the Bureau of 
Reclamation through June 1, 1967, five had 
been made for projects which, on the basis of 
mformatlon subrmtted by the loan applicants, 
would benefit pnmanly domestic, mdustnal, 



or mumclpal water users instead of irrigation 
users These five loans totaled $10 mllhon We 
recommended that the Secretary of the 
Intenor require that conslderatlon be given to 
the proposed proJect design m determmmg 
whether the loan 1s prlmarlly for lrngatlon 
purposes and that loans be fully repald when 
norm-ngatlon usage reaches 50 percent 

Our review showed that three loan reclp- 
lents were being allowed to repay over sub- 
stantially longer penods of time than war- 
ranted, and we estimated that the delay m the 
return of funds to the Government would 
cost about $3 2 nulhon m interest We recom- 
mended that repayment periods be based on 
the repayment capacity expected to Iesult 
from the project and that the repayment 
periods be shortened when the cost of pro- 
Jects proves to be less than estimated 

We stated that, m our opmlon, an under- 
recovery of about $2 9 m&on m interest 
would result due to madequate procedures 
for allocating project costs between mterest- 
bearmg and non-interest-bearmg costs and 
that an underrecovery of about $220,000 m 
interest would result due to mapproprlate 
cntena in allocating prodect construction 
advances to these purposes We recommended 
that procedures be improved for allocating 
costs for repayments of interest 

In addition, we found that the Govern- 
ment was mcurrmg addltlonal interest costs of 
about $515,000 because two loan recipients 
had been pernutted mordmate amounts of 
time m which to begm repayments We 
recommended that loan repayment begm at 
the time when project benefits, as ongmally 
planned, are first realized 

Department of the Intenor offlclals 
agreed that the small reclamation loan pro- 
gram could be improved mth more posltlve 
and formal pollcles and procedures 
(B- 114885, August 27, 1968) 

34 INTEREST COMPUTATION 
PROCEDURES FOR PRICE-SUPPORT 
LOANS-0~ review of repayments by am- 
cultural producers on selected 1967~crop 
loans made by the Commodity Credit Corpo- 
ration (CCC), Department of Amculture, 
showed that the amount of mterest collected 
by CCC under the exlstmg method was an 
estimated $300,000 less than the amount that 
would have been collected under the previous 
method Thus difference was attributable 
mamly to CCC’s pohcy of dlsregardmg the 
month of repayment for interest computa- 
tions 

Under the gram price-support program 
pnor to crop year 1964, a borrower was 
charged interest at a rate of 3 5 percent a year 
on the amount repad for the actual number 
of days that a loan was outstanding In 1964, 
CCC adopted a pohcy which provided for a 
slmphfled method under wkch the borrower 
was charged a rate of 30 cents per $100 re- 
pad (fractions disregarded) for each calendar 
month or fraction thereof that the loan was 
outstandmg, excludmg the calendar month of 
repayment No interest was charged if the 
loan was repad m the same month as dls- 
bursed or if the amount of loan repayment 
was less than $100 

To determme the effect of the slmphfied 
method of computmg mterest, we selected a 
random sample of 1,064 loans mvolvmg $4 4 
nulhon of repayments For this sample, we 
computed the effective mterest rate for the 
mterest received, as well as the amount of 
mterest that would have been received had it 
been computed on the basis of 3 5 percent a 
year Our computations showed that the over- 
all effective annual mterest rate charged on 
these loans was 3 394 percent 

In view of the fact that the change m 
pohcy for computmg mterest resulted m a 
loss of mcome to CCC, we recommended that 
the pohcy be reevaluated We suggested two 
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methods that appeared to be mere equl- 
table-either (a) charge interest on a dtiy 
basis or (b) retam the exlstmg basis but m- 
elude the full month of repayment m comput- 
mg interest In a reply dated July 1, 1969, the 
Department acknowledged the need for nn- 
provements in matters of mterest assessments 
and collections and mformed us that it ex- 
pected to make changes m 1970 (Report to 
the Executive Vice President, Commodity 
Credit Corporation, Apnl25, 1969) 

35 DESIGNATING EMERGENCY 
AREAS FOR AGRICULTURAL CREDIT- 
Pursuant to the Consohdated Farmers Home 
Admmlstratlon Act of 196 1, as amended (7 
U S C 1921), emergency agricultural loans 
may be made by the Farmers Home Admmls- 
tration (FHA), Department of Agriculture, to 
estabhshed farmers and ranchers if there IS a 
general need for credit m an area as a result of 
a natural disaster and if the need cannot be 
met by pnvate, cooperative, or other FHA 
sources 

We found that the emergency area deslg- 
natIons for three of the 14 counties included 
m our review were not warranted because 
they were based on either madequate repre- 
sentations concermng the extent of crop 
damage and the general need for credit or 
the possible future effects of a disaster on 
crop damage and credit We found also that 
the designations m three other counties 
should not have been made on a county 
basis smce the area affected by the occur- 
rence of a natural disaster was confined 
to much smaller, well-defined parts of each 
county, or the actual damages were hrmted to 
relatively mmor crops of a few farmers Be- 
cause of the emergency designations m these 
three counties, loans were made to mdlvlduals 
who had not suffered production losses as a 
result of a natural disaster 

Unwarranted emergency designations 
result m the reduction of the amount of funds 
available to allevlate the credit needs of others 

who have been affected by a natural disaster 
and who are unable to obtam funds from 
pnvate or cooperative credit sources Also, an 
unwarranted designation results m emergency 
loans to farmers and ranchers who otherwise 
might be served by other credit sources, m- 
cludmg the FHA loan programs, at h@er 
interest rates 

We proposed that FHA revise rts proce- 
dures to encourage the use of emergency 
loans to mdlvlduals who have suffered demon- 
stlated losses from natural disasters so that 
the designation of emergency areas can be 
postponed unti such time as the general need 
for agricultural credit caused by a natural 
disaster can be accurately detenmned 

Subsequently, FHA strengthened its pro- 
cedures for recommendmg emergency area 
deslgnatlons and revised its loan-makmg 
pohcy so that emergency loans unll be pro- 
mded only to those borrowers who have 
demonstrated substantial production losses as 
a I esult of a natural disaster 

---- 

Our review showed also that emergency 
loans were being made when other FHA loan 
funds, at a higher interest rate, were avdable 
Section 321(a) of the Consohdated Farmers 
Home Admmlstratlon Act of 1961 reqmres, 
m part, a determmation that there exists a 
general need for agricultural credit which can- 
not be met from other responsible sources, 
mcludmg FHA programs pnor to designation 
of a county for emergency loan assistance No 
documentation was a&able to show that ths 
determination had been made pnor to such 
designation of the 14 counties included m our 
review 

FHA contended that emergency area 
deslgnatlons could be made before other avall- 
able FHA funds were exhausted and that Con- 
gress never contemplated that a disaster deslg- 
nation should be withheld as long as such 
funds were available We found no specific 
cntena m the enabhng legslation or pertment 
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legtslative history mdlcatmg the intent of the 
Congress m this matter We suggested that the 
Congress might wish to clarify the law regard- 
mg the use of funds m other loan programs 
before the use of emergency loans is ap- 
proved 

The Department of Agriculture advised 
the Chanman of the House Committee on 
Government Operations m May 1969 that (a) 
our report correctly showed the Department’s 
posltlon on designating emergency areas and 
makmg 3percent emergency loans when 
other programs funds are avtiable and (b) be- 
cause this had been a long-standmg practice 
without congressional obJectIon, the Depart- 
ment did not see a need for legslation on this 
matter 

We beheve that, since the law or pertl- 
nmt IeBslatlve history 1s not sufflclently clear 
regarding the use of funds from other pro- 
grams before emergency loan funds are used, 
clarrflcatlon of existing leglslatlon 1s needed 
(B-l 14873, March 24,1969) 

36 INTEREST COSTS ON REPAID 
LOANS-h September 1967 we reported to 
the Congress on our review of the interest 
rates the Commodity Credit Corporation 
(CCC), Department of Amculture, charged 
producers on price-support loans and on stor- 
age facility and equipment loans We ex- 
pressed the opmlon that CCC should provide 
for recovery of its cost of fmancmg loans 

We pomted out that, although CCC pad 
as h& as S-3/4 percent a year on its borrow- 
ings from the US Treasury, CCC contmued 
to charge interest at the rate of 3-l/2 percent 
a year on price-support loans and 4 percent a 
year on fachty and equipment loans We 
estimated that CCC could mcur about $7 6 
million more m interest costs for financmg 
repad price-support loans for the 1966 crops 
than it would collect from producers We estl- 
mated also that CCC could incur about 
$154,000 more m mterest costs for financmg 

storage facility and equipment loans durmg 
1966 than it would recover from producers 

We recommended that the CCC Board of 
Directors revise CCC’s pohcy on interest rates 
to provide that producers pay mterest on 
future price-support loans which are repad 
and on future storage fachty and equipment 
loans at a rate not less than the rate CCC pays 
to finance the loans In November 1967, the 
Secretary of Awculture informed us that the 
Interest rates charged producers would not be 
increased at that tune 

In a letter dated January 24, 1969, to 
the new Secretary of Amculture, we re- 
opened this matter by pomtmg out that, sub- 
sequent to the Issuance of our report, the m- 
terest rate pitld by CCC had reached an all- 
time tigh of 6-5/8 percent on borrowings 
ff-om financial mstltutlons In a letter dated 
June 25, 1969, the Department advised us 
that, effective May 30, 1969, the annual m- 
terest rate charged producers for storage facll- 
lty and eqmpment loans had been mcreased 
from 4 percent to 6 percent We were advised 
also that the CCC Board of Directors had con- 
cluded that the interest rate on price-support 
loans should remam unchanged at that 
time 

On the basis of CCC’s estunate of storage 
faclhty and equipment loans to be made m 
fiscal year 1970, we estnnated that CCC 
would earn an addltlonal$400,000 m interest 
for the first year that the loans are outstand- 
mg We estimated that the ad&tlonal mterest 
over the remammg 4 years of the loans would 
amount to $600,000, resultmg m a total addl- 
tional mterest income of $l,OOO,OOO on the 
loans expected to be made m fiscal year 1970 
Additional interest revenues ~111 also be 
earned by CCC on such 5-year loans to be 
made m ensumg years (B-l 14824, September 
21, 1967) 

37 ADMINISTRATION OF THE 
DISASTER LOAN PROGRAM-h a May 
1969 report to the Congress, we expressed the 
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opmlon that certam aspects of the Small Busl- 
ness Admmstratlon’s (SBA’s) disaster loan 
program relating to the 1964 earthquake m 
Alaska could have been adnumstered m a 
more effective and efficient manner 

Our review showed that the Admmls- 
tratlon waved SBA’s long-estabhshed pohcy, 
formalized and pubhshed m the Code of Fed- 
eral Regulations, which generally precluded 
assistance to borrowers havmg the capablhtles 
to finance the repan or replacement of their 
damaged property We concluded that, as a 
result, loans were approved by SBA to bor- 
rowers who could have furmshed the fmanc- 
mg needed to replace or repm their destroyed 
or damaged property 

We also concluded that 

-SBA needed to Improve commumcatron 
of changes In estabhshed rules and regu- 
latlons Regulattons generally prohrblt- 
rng loans for the expansion or enlarge- 
ment (upgrading) of repaired or 
replacement property had been waived 
erroneously and the regulatrons gener- 
ally prohibiting refinancing of exlstmg 
loans had been waived without ade 
quate guidelines for admmrsterrng the 
new policy We stated that, as a result 
loans were approved In amounts rn 
excess of those which should have been 
approved 

-Some loans were approved even though 
SBA did not adequately revtew or docu- 
ment the InformatIon necessary for 
determining the ellglbllrty of the apple- 
cant, the reasonableness of the amount 
requested, or the allowabrlrty of the use 
of certain funds 

-In a number of instances, the amount of 
a loan had been based on the cost of 
replacing destroyed property In Alaska 
even though the borrower planned to 
relocate in another State where the cost 
of replacing the property would be sub 
stantrally lower Prior to the completion 
of our review, however, SBA made 
appropriate changes In Its policy 

We estimated that the unnecessary or 
questionable disbursements, assuming that the 
loans ~11 be fully disbursed, would total about 
$16 mllhon and that, on the basis of the dlf- 
ference between the interest charged to bor- 
rowers and the higher interest rate pad to the 
Treasury, additional costs to SBA would be 
about $1 8 m&on 

We recommended that rules and regula- 
tions pubhshed m the Code of Federal Regu- 
lations be waved or changed only through 
formally documented and dlstnbuted proce- 
dures and that, when wavers are made, 
adequate guldelmes be issued for then ample- 
mentation We recommended also that proce- 
dures be strengthened for deternumng eh@bll- 
lty and the amount of fmanclal assistance that 
should be made to the disaster loan apphcant 

In commentmg on our fmdmgs, the 
Admmlstrator stated that SBA had been 
aware of the specific weaknesses noted by us 
and was m general agreement with the matters 
pomted out m the report He stated further 
that action had been taken to prevent recur- 
rence of the weaknesses The Adnumstrator 
stated, however, that estabhshmg or changmg 
agency pohcy was w&m his legal author@ 

Although we did not question the legal- 
ity of the loans made, we expressed the belief 
that a waver of a long-standing loan pohcy, 
estabhshed m accordance with congressional 
intent, should not have been made m the 
absence of clmfymg leaslation (B-l 6345 1, 
May 28, 1969) 

38 REPAYMENT OF LOANS-In 
January 1969 we reported to the Admmls- 
trator, Small Busmess Admmlstration (SBA), 
the need to obtam reasonable assurance of 
applicants’ ability to repay loans from earn- 
mgs SBA guldehnes for admmlstermg the 
displaced busmess loan (DBL) program pro- 
vide that, m revlewmg apphcatlons for DBLs, 
conslderatlon be gwen to the applicant’s abll- 
lty to repay the loan from earnmgs Our 
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review of the Boston Regronal Office files for 
nme DBLs whrch were delmquent or m the 
process of hqurdatron showed that the files 
pertalrung to seven of these loans drd not 
contam adequate mformatron for SBA to con- 
clude that the apphcants had the abrhty to 
repay the loans from earnmgs 

We discussed these loans with regronal 
ofticrals who stated that the SBA gurdehnes 
did not requrre as a condition of loan 
approvaI, a determmatron that the applrcant 
had the abrhty to repay the loan from earn- 
mgs and that the law did not require that the 
apphcant must be able to repay the loan from 
earnings 

We recogmzed that the law IS silent with 
respect to whether DBLs should be repard 
from earnmgs Nevertheless, we believe that rt 
IS mcumbent upon SBA officrals responsrble 
for loan revrew and approval to determine 
that there IS reasonable assurance that a DBL 
applicant has the abrhty to repay a loan from 
earnmgs and to document the basis for reach- 
mg such a conclusron and that the determma- 
tron 1s necessary to adequately protect the 
Government’s mvestment 

We recommended, therefore, that SBA 
revise its gurdehnes to (a) specrfically require 
regronal officrals to authonze DBLs only 
when there appeared to be a reasonable assur- 
ance that the apphcants could repay the loan 
from earnings and (b) reqmre regronal offi- 
cials to document then basis for concludmg 
that the applicant had the abrhty to repay the 
loans On January 27, 1969, SBA gurdehnes 
were revised m accordance wrth our recom- 
mendations (B-l 62445, January 9, 1969) 

LOW-RENT HOUSING PROGRAMS 

39 FINANCING OF COMMUNITY 
FACILITIES-In a report subnutted to the 
Congress m January 1969, we expressed the 
opmron that mterpretatron by the Housing 
Assrstance Adrmmstratron of the Department 

of Housmg and Urban Development (HUD) of 
rts authonty for allowing local housmg au- 
thorities (LHAs) to provrde commumty facrh- 
tres as part of low-rent pubhc housmg proJects 
was not free from doubt and that, m a pro- 
gram mvolving many mrlhons of dollars of 
Federal funds, any such doubt should be 
removed. The commumty facrhtres drscussed 
in thrs report are general-purpose, onsite, m- 
door facrhtres constructed or acquired by 
LHAs to accommodate programs mvolvmg 
recreation, health, welfare, employment, and 
educatronal actrvrtres We also stated that the 
statutory provisrons for the nerghborhood 
facrhtres grant program needed clanficatron 
regardmg contrrbutrons by LHAs 

We noted that HUD based Its mterpreta- 
tron of authorrty for allowing LHAs to pro- 
vide community facllrtres as part of low-rent 
pubhc housmg projects on section 2( 1) of the 
U S Housing Act of 1937, which defines the 
term “low-lent housmg” as embracmg “all 
necessary appurtenances thereto ” We found 
that the legislatrve hrstory of sectron 2(l) of 
the act shed no light on congressronal intent 
as to what were consrdered to be necessary 
appurtenances 

HUD stated that commumty facrhtres 
are needed for the successful development 
and management of pubhc housmg proJects 
and that reasonable expemhtures for these 
facrlrtres are ehgrble for mclusrons m project 
development costs We did not say that 
HUD’s mterpretatron of its authorrty was con- 
trary to law, nor did we questron the benefits 
that could result from commumty fadrtres 
We stated our opmion that HUD’s mterpreta- 
tron was not free from doubt and that, m a 
program mvolvmg many mrlhons of dollars of 
Federal funds, any such doubt should be re- 
moved 

We found also that HUD permrtted 
LHAs to contribute funds toward the cost of 
nerghborhood facrlrtres to be developed under 
the Federal grant program authonzed by sec- 
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tron 703 of the Housmg and Urban Develop- 
ment Act of 1965 Federal grants for nergh- 
borhood facrhtres drscussed herem may not 
exceed two thrrds of the development cost of 
the facrhtres 

HUD’s procedure m approvmg apphca- 
trons for grants under sectron 703 1s to allow 
LHAs to partrcrpate m financmg the develop- 
ment of neighborhood facrhtres up to the 
maxrmum amount HUD would authorrze the 
LHAs for the development of project com- 
mumty facrlrtres under the low-rent pubhc 
housmg program Under thrs procedure, the 
LHA’s contrrbutron 1s deducted from the 
total cost of the nerghborhood facrhty, a 
Federal grant 1s approved, rf otherwrse appro- 
prrate, for two thnds of the remarmng cost, 
and a local source other than the LHA con- 
trrbutes the other one thrrd Thrs procedure 
results m local sources, other than LHAs, 
financmg less than one thrrd of the total cost 
of the facrhty 

In a case where an LHA contributes 
funds apphcable to federally arded housmg 
toward the cost of nerghborhood facrhtres, 
the Federal Government wrll ultimately be 
financmg not only the amount of the nergh- 
borhood facrhtres grant under section 703 of 
the 1965 act but also the amount of the 
LHA’s contrrbutron thereby provrdmg total 
Federal fmancmg m excess of the maxrmum 
Federal grant assrstance provided under the 
section 703 nerghborhood facrhtres grant pro- 
gram 

We expressed the behef that Congress 
m&t wish to consider 

-Clarlfytng the statutory authorrty of 
HUD with regard to authorizing and 
fmancrng the development of project 
community faclhtles as part of the low- 
rent public housmg program 

-Clarrfylng the provisions of section 703 
of the Housmg and Urban Development 
Act of 1965 with regard to contrl- 

butions by LHAs toward the cost of 
developing neighborhood facllltles 
under the Federal grant program estab- 
lished by the act 

(B-118718, January 17, 1969) 

MEDICARE PROGRAM 

40 ELIGIBILITY OF HOSPITALS 
TO PARTICIPATE IN THE MEDICARE 
PROGRAM-h December 1968, we reported 
to the Congress that the Social Securrty 
Admmrstratron (SSA), Department of Health, 
Education, and Welfare, had been slow m 
resolvmg the status of 42 hosprtals that the 
Texas State Department of Health had ml- 
trally determined to be ehgrble for partrcrpa- 
tron m the Health Insurance for the Aged 
(Medicare) program but had subsequently de- 
termined not to be meetmg the standards and 
had therefore recommended that then partrcr- 
patron m the program be terminated The deli- 
crencres note by the State Department of 
Health included farlure of the hospitals to 
provide 24-hour nursing service, inadequate 
equipment m operating rooms, fire hazards, 
unsanitary con~trons for handling food, and 
inadequate control over drugs 

By Aprrl 1968, the status of 16 of the 42 
hospitals had been resolved, but action on the 
remammg 26 hospitals was stall pendmg 
although the State’s recommendatrons for 
termmation of participatron were initially 
made from 8 to 19 months earlier We con- 
cluded that the delays rn resolving the status 
of these hosprtals were partially due to the 
absence of specrtic time hmrts wrthm which 
hosprtals should have been required to ehmr- 
nate srgrnfrcant defrcrencres or lose their eh@- 
brhty to partrcrpate m the Medicare program 

We recommended that the Secretary of 
Health, Education, and Welfare Qrect SSA to 
(a) emphasrze to State agencres the need for 
estabhshmg such time hmrts and (b) initiate 
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prompt actlon to ternunate participation in 
the Medicare program of hospitals that mex- 
cusably far1 to correct then- deficlencles 
wrttin the established time lmuts 

Offlclals of SSA stated that mstructlons, 
issued to State agencies in August 1968, were 
Intended to provide for time-phased plans to 
correct deficlencles but agreed that addItional 
emphasis was desirable and that the guidelines 
would be strengthen and amphfled 

In June 1969, SSA issued mstructlons 
requlrmg State agencies to obtam a w&ten 
plan for correction of any slgmficant defi- 
clencles disclosed during each survey of a 
faclhty, mcludmg expected completion dates 
These mstructlons also state that one of the 
purposes of the plan IS to support future ter- 
mination proceedings if, as a last resort, such 
action becomes necessary Also, we were 
advised by SSA that, as of June 24, 1969, the 
status of 39 of the 42 hospitals had been 
resolved (B-16403 l(4), December 27, 1968) 

41 DETERMINING THE REASON- 
ABLENESS OF PHYSICIANS’ CHARGES- 
In June 1969, we reported to the Secretary of 
Health, Education, and Welfare (HEW) that 
revised fee cellmgs established, effective June 
1968, by Massachusetts Me&Cal Service 
(Blue Sheld) operatmg under a contract with 
the Social Security Adnumstratlon (SSA) to 
make payments of Me&care clanns for physl- 
clans’ services m Massachusetts had been 
developed by methods which, m our oplmon, 
resulted m the estabhshment of fee hmlta- 
tlons for certain surgical procedures which 
were 6 to 10 percent h@er than such limita- 
tions would have been had Blue Shield used 
methods recommended by SSA We reported 
also that, for services furmshed dunng 1967, 
Blue Skeld had made numerous payments m 
excess of the then-exstmg fee hmltatlons 
without the required supervisory review to 
deterrmne whether the higher payments were 
Justified, such possible overpayments which 

we speckally identified amounted to about 
$25,000 

Blue Sheld advised us that it had re- 
quested SSA approval of a revised method for 
developmg reasonable charges for physlclans’ 
services We believe that the revised method 
should result m the development of more 
appropriate fee hmltatlons Blue SheId agreed 
to undertake recovery of overpayments in the 
manner we suggested and stated that it had 
installed a quahty control system wbch was 
designed to mmmuze the incidence of unJustI- 
fied payments m excess of reasonable charges 

We recommended that the Secretary of 
HEW require that a review be made by SSA of 
the actual data to be used by Blue Shield m 
developing any new reasonable charge hnuta- 
tlons for the purpose of determmmg whether 
Blue StileId’s new system, when implemented, 
conforms with the intent of the apphcable 
SSA regulations We recommended also that 
the Secretary of HEW require appropriate 
follow up by SSA on the adequacy of Blue 
Sheld’s actions to recover overpayments and 
of the quahty control measures established to 
reduce the incidence of possible overpay- 
ments 

SSA offlclals advised us m February 
1969 (a) that Blue Skeld’s proposed method 
for developmg reasonable charges for physl- 
clans’ services had not yet been approved and 
that SSA was m the process of lssumg new 
mstructions lmutmg future increases m the 
cnterra for determmmg reasonable charges 
and (b) that SSA would follow up mth Blue 
Shield on recovery of overpayments 
(B-l 6403 l(4), June 30, 1969) 

MORTGAGE ASSISTANCE AND 
INSURANCE ACTIVITIES 

42 LIABILITY FOR DAMAGE TO 
ACQUIRED HOME PROPERTIES-h a re- 
port to the Secretary of Housmg and Urban 
Development m May 1968, we expressed the 
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behef thiit there was a need for the Depart- 
ment of Housmg and Urban Development 
(HUD) to consider adoptmg a pohcy on waste 
damage-damage caused by unreasonable use 
and abuse of properties-which would provide 
an mcentlve to mortgagees to protect the 
collateral securmg the= mvestment m mort- 
gages msured by the Federal Housmg Admm- 
lstratlon (FHA) and which, at the same time, 
would be economical for FHA to admm- 
lster FHA statistics showed that the amount 
of waste damage charged to mortgagees under 
FHA regulations had decreased to the pomt 
where it was practically ml 

We expressed the behef that It did not 
appear to be econonucal for FHA to retam 
the waste damage regulations as they were 
written We stated that, m our opuuon, how- 
ever, the prmclple which FHA had followed 
from the mceptlon of the mortgage msurance 
program-that mortgagees were responsible 
for waste damage-was sound Moreover, we 
noted no mdlcation that the Congress had m- 
tended for FHA to absorb such expenses as 
waste damage m connection with FHA- 
insured loans We stated also that It appeared 
that mortgagees were assummg greater risks m 
theu conventional lendmg than they were 
tilmg to accept m 1938 when FHA lmtlally 
estabhshed the current waste damage regula- 
tions 

We recommended that the Department 
(a) undertake an evaluation of FHA waste 
damage regulations and pohcles mth a view 
toward formulatmg regulations which would 
be econonucal for FHA to admmlster and 
which would retam the prmclple of mortgagee 
responslbihty for waste damage and (b) for- 
mulate and implement at the opportune time 
the necessary revlslons to the regulations 

We recommended also that, If It was 
deemed nnpractlcable or undesuable to revlSe 
the waste damage regulations to obtam the 
stated obJectmes, the regulations be abolished 
to save the significant adnumstratlve and m- 

spection costs mcurred m adrmmstermg the 
regulations 

In July 1968, the Assistant Secretary- 
Commlssloner, FHA, mformed us that, on the 
basis of its study of the waste damage regula- 
tions, FHA concluded that it would be more 
econormcal to abohsh the regulations and 
effect slgmficant savmgs of admmlstratlve and 
mspectlon costs associated urlth adrmmstermg 
the regulations The regulations were abol- 
ished m July 1968 (B-l 14860, May 2, 1968) 

43 MAINTENANCE OF MULTI- 
FAMILY HOUSING PROJECTS-Our re- 
vew showed that seven multlfamlly housing 
projects m Alaska, with mortgages insured by 
the Federal Housmg Admmlstratlon (FHA) 
totaling about $12 rmlhon had senously 
deteriorated over a penod of years because 
the mortgagors had not performed necessary 
mamtenance work on the projects 

The files for the seven projects showed 
that inadequate mamtenance had been a 
major factor contnbutmg to a tigh vacancy 
rate for all the proJects and to eventual mort- 
gage default for five of the proJects FHA 
acquired the title to four of these projects and 
assumed the mortgage loan for one proJect, at 
a total cost of about $7 7 m&on The mam- 
tenance problems on the other two projects 
were encountered after FHA had acquired the 
mortgage loans on the projects 

In our report to the Secretary of Hous- 
mg and Urban Development m October 1968, 
we expressed the behef that the deterioration 
of the proJect properties m Alaska could have 
been prevented or rmmrmzed If FHA had had 
effective means of enforcmg mortgagor com- 
phance wth the maintenance provlslons of 
the mortgage insurance agreements The 
Director of FHA’s msurmg office m Anchor- 
age informed us that he had no means, other 
than persuasion, to obtam correction of mam- 
tenance deficlenaes and that efforts to per- 
suade were generally unsuccessful 
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We also stated m the report that the 
difficulty experienced by FHA m enforcmg 
adequate mamtenance of projects m Alaska 
might exist m other areas of the Umted 
States Our analysis of 61 FHA-msured multl- 
family proJects acquved by FHA, natlonwde, 
by virtue of default and sold durmg fiscal year 
1967 showed that FHA officials had attrrb- 
uted inadequate mamtenance as a contnb- 
utmg cause for the eventual mortgage default 
of about 25 percent of the projects sold 

The project regulatory agreement, which 
sets forth the rights and responslblhtles of 
FHA, the mortgagee, and the mortgagor, pro- 
vldes that the mortgagor satisfactordy mam- 
tam the property The agreement provides 
also for the estabhshment and mamtenance of 
a fund for the replacement of a project’s 
structural components and mechamcal equp- 
ment The mortgagor 1s required to make 
monthly payments to the mortgagee, to be 
held m escrow The escrow fund can be used 
for replacement purposes only upon approval 
by FHA 

In our report, we expressed the behef 
that the regulatory agreements should require 
mortgagors to estabhsh and mamtam a snndar 
fund for mamtenance of proJects throughout 
the hfe of the mortgages m amounts sufficient 
to provide for adequate mamtenance, partlcu- 
larly m the later years of the mortgage We 
stated further that when, m the Judgment of 
FHA, the quahty of proJect mamtenance is 
inadequate to properly mamtam the project 
property and the mortgagor, after due notice, 
has not taken action to Improve the mamte- 
nance, the mortgagee or FHA should have the 
right to make the needed repus using the 
funds held m escrow 

momes which could be used for proJect mam- 
tenance and (b) gve the mortgagees or FHA 
the nght to use such funds, as necessary, to 
prevent any impanment of proJect property 
caused by mortgagors’ inadequate mam- 
tenance practices (B-l 14860, October 29, 
1968) 

44 INCREASED APPLICATION 
FEES FOR HOME MORTGAGE INSUR- 
AN C E-Our review of fees assessed apphcants 
by the Federal Housmg Adnumstration 
(FHA), Department of Housing and Urban 
Development (HUD), for processing home m- 
surance apphcatlons showed that the fees 
were msufficlent to recover the full cost of 
processing apphcatlons We estimated that, m 
fiscal years 1966 and 1967, costs unrecovered 
by fees amounted to about $33 rmlhon, or 
about 37 percent of the cost of processmg 
apphcations for msurance m those years 

All costs of the FHA home mortgage 
msurance programs, mcludmg the unrecov- 
ered cost of processmg apphcations for mort- 
gage insurance, are borne by mortgagors 
through payment of fees and premmms and 
investment earnmgs thereon Our review 
showed that about 50 percent of the apphca- 
tlons processed by FHA did not result m 
mortgage msurance and that the unrecovered 
cost of processmg these apphcatlons was 
therefore borne by mortgagors pticlpatmg 
m the mortgage msurance programs 

FM cost estimates showed that the 
exlstmg fees of $45 for an apphcatlon pertam- 
mg to new housmg and $35 for an apphcatlon 
pertammg to exlstmg housmg would have to 
be increased to $70 and $56, respectively, to 
result m the full recovery of the processmg 
costs 

Therefore we recommended that con- In our report to the Congress m July 
sideration be gven to the mcluslon, m the 1968, we expressed the behef that FHA 
regulatory agreements for future multlfarmly should follow the Government’s general 
housmg projects msured by FHA, of pro- pohcy regardmg charges for services per- 
vlslons that would (a) require mortgagors to formed by Federal agencies and estabhsh fees, 
place m escrow with the project mortgagees and adjust them annually as necessary, to 
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recover, to the extent practmable, the full 
cost of processmg apphcations for mortgage 
msurance on home loans from all applicants 
The addrtronal net mcome which would result 
from mcreasmg fees to recover apphcatron 
processmg costs would serve to mcrease the 
reserves for future losses on FHA home mort- 
gage msurance programs Such reserves were 
below the requrrements which FHA deemed 
necessary to cover estnnated future losses m 
the event of a development of adverse busr- 
ness con&trons 

The Assistant Secretary-Commrssroner, 
HUD, FHA, m commentmg on thrs matter, 
stated that an increase m apphcatron fees 
would drscourage mdrviduals from applying 
for federally msured home mortgages Apph- 
cation fees, however, are a one&me expense 
of home-ownership, and we beheve that fee 
increases of $25 and $21 would not be any 
more hkely to discourage those who desire to 
purchase homes than would the fees that had 
been estabhshed m the past 

Government National Mortgage Assocratron 
(GmA) 

FHA statrstlcs showed that its rate of 
reacquisition of previously acqurred resrden- 
tial properties was several times as high as the 
rate applicable to Its mitral acqursition of 
properties 

In our report to the Congress m March 
1969, we stated that FHA could reduce the 
number of its reacqtusrtions of residential 
properties and the amount of borrowmgs by 
the Government needed to complete FHA’s 
sales of these properties if it would select 
purchasers on the basis of the offers which are 
the most advantageous to the Government 
We pomted out that the Veterans Admnus- 
tration (VA) was usmg an evaluation proce- 
dure to select the purchaser when more than 
one offer was received for a VA-acquired 
property 

Accordmgly, we recommended that the 
Secretary of HUD require FHA to establish 
apphcation fees at levels which would recover 
the cost of processmg apphcatrons for mort- 
gage insurance We recommended also that 
FHA be required to ascertain, annually, apph- 
cation processing costs and to adJust its fees, 
to the extent practicable, for increases or 
decreases m such costs (B-114860, July 8, 
1968) 

HUD stated that selection of a purchaser 
by a drawmg provided a fan and unpartial 
means of offermg properties to all potential 
home buyers HUD also said that this proce- 
dure was m hne wrth the pohcy ObJective of 
provldmg a greater opportumty for lower m- 
come fanuhes to own then own homes, 
embodied by the Congress m the Housmg and 
Urban Development Act of 1968 

45 SELECTION OF PURCHASERS 
OF RESIDENTIAL PROPERTIES-Our 
review of the sales of acquired single-famrly 
residential properties by the Federal Housing 
Admunstration (FHA), Department of Hous- 
mg and Urban Development (HUD), showed 
that FHA’s selection of purchasers by a draw- 
mg, when more than one offer was received 
for a property, often resulted m the selection 
of purchase offers winch were not the most 
favorable to the Government Generally, the 
mortgage loans for these sales were insured by 
FHA Many of the loans were financed by the 

Although selection of purchasers by a 
drawing would presumably grve all persons 
who bid on an FHA-acquired property an 
equal chance to be selected, it does not en- 
sure, but leaves to chance, the selectron of a 
lower mcome family In our report, we ex- 
pressed the opmlon that selection of pur- 
chasers through an evaluation of offers, with 
consideration bemg grven to lower mcome 
fanuhes to the extent that FHA believes 
appropriate, would grve FHA more assurance 
that rt IS contrrbutmg to the goals of helpmg 
lower income fanuhes become home owners 

Moreover, we expressed the behef that 
the selection of purchasers on the basis of an 
evaluation of the purchase offer terms re- 
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celved and such other conslderatlons as FHA 
beheves appropnate would tend to mmumze 
FHA reacqulsltlons of propertles and the 
amount of GNMA financmg required to com- 
plete the sales 

We recommended that, when more than 
one offer IS received for an FHA-acquired rest- 
dentlal property, the Secretary of HUD re- 
qulre FHA to select the purchaser on the basis 
of an evaluation of the purchase offers re- 
ceived and such other considerations as may 
be appropnate (B-l 14860, March 19, 1969) 

46 COLLECTION OF MORTGAGE 
INSURANCE PREMIUMS-Our review 
showed that remittance of premiums by mort- 
gagees on a monthly basis, rather than on the 
exlstmg annual basis, would pernut the Fed- 
eral Housing Admmlstratlon (FHA), Depart- 
ment of Housmg and Urban Development 
(HUD), to invest these funds, on the average, 
about 6 months earher We estimated that 
addltlonal mterest mcome resultmg from ear- 
her investment would amount to approxl- 
mately $650,000 annually for new, Insured 
mortgages durmg the first full year of opera- 
tion and would mcrease, as new mortgages 
were insured m subsequent years, to more 
than $4 mllhon a year 

The Assistant Secretary-Commrssloner, 
HUD, FHA, advlsed us that It would not be 
appropnate to change premmm payment 
procedures at the time because of mortgage 
market condltlons He stated that the deslr- 
ability of a change would be considered at a 
more favorable time 

In our report to the Congress m Septem- 
ber 1968, we expressed the belief that It 
would be advisable for FHA to plan m ad- 
vance for the time when a change m proce- 
dures IS appropnate so that the change can be 
made on a timely basrs We recommended 
that the Secretary of HUD lmtlate a study to 
determme the most feasible and economical 
manner to Implement the admmlstratlve 

changes required to collect the premmms on a 
monthly basis and revise FHA regulations, at 
such time as deemed approprrate, to reqmre 
monthly collection of premiums (B-l 14860, 
September 26,1968) 

47 PURCHASE OF TITLE INSUR- 
ANCE -In a report to the Congress in August 
1968, we expressed the behef that the Federal 
Housing Admmlstratlon (FHA), Department 
of Housmg and Urban Development (HUD), 
could realize substantial savmgs If it dlscon- 
tmued the practice of purchasmg title msur- 
ante and furnished prwate lendmg mstltutlons 
that finance the purchase of home properties 
with guarantees that their mvestments would 
be protected from title defects arrsmg pnor’to 
the purchases We pomted out that smular 
guarantees were bemg made by FHA to the 
Government National Mortgage Association 
when it financed the purchase of FHA home 
properties 

Our review showed that FHA received 
assurances of good title at the time it acqmred 
properties, and, m our opmlon, FHA should 
be aware of any actions durmg the penod it 
held the properties which could affect the= 
title at the time of sale 

Dunng our review of records relatmg to 
the sales of FHA home properties m Flonda 
and Georaa m 1966, we noted that title 
exammatlons conducted m connection mth 
these sales showed only a few mmor title 
defects which generally had occurred pnor to 
FHA’s acqulsltlon of the properties and which 
had been corrected vutually mthout cost to 
FHA Therefore it appeared to us that FHA’s 
nsks of guaranteemg the investment of lend- 
ers agamst title defects wotild be mmnnal We 
estimated that FHA incurred costs of about 
$881,000 and $687,000 m fiscal years 1965 
and 1966, respectively, to provide title msur- 
ante on properties m Flonda and Georga sold 
to purchasers who obtamed pnvate financing 

Although the number of propertles sold 
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to purchasers who obtamed private financmg 
dechned substantially m fiscal years 1967 and 
1968 because of the strmgency m the mort- 
gage money market, FHA anticipated that, m 
general, the total volume of acqulsltlons and 
sales of home propertles experienced m the 
precedmg several years would continue Also, 
FHA anticipated that the mcrease m FHA’s 
mterest rate ceding, together with nnprove- 
ments m the mortgage money market, would 
result m about 67 percent of the sales m fiscal 
year 1969 bemg privately financed On the 
basis of FHA’s sales forecasts, we estnnated 
that FHA could save about $2 7 nulhon, 
natlonmde, m 1969 and substantial amounts 
thereafter by dlscontmumg the purchase of 
title insurance m connection mth sales of 
home properties 

In commenting on our report, the Assls- 
tant Secretary-Commlssloner, HUD, FHA, 
agreed that dlscontmumg the purchase of title 
insurance would be desirable and financially 
advantageous for FHA He pointed out, how- 
ever, that he &d not thmk that action should 
be taken m this regard until there was nn- 
provement m the avallablllty of prrvate fi- 
nancmg for sales of FHA properties 

Although purchase of FHA home prop- 
erties with private financmg totaled less than 
10 percent of the sales m fiscal years 1967 
and 1968, we estnnated that FHA’s cost of 
providing title insurance m these years 
amounted to more than $400,000 In our 
opmlon, the reahzatlon of such savmgs by dls- 
contmumg the purchase of title insurance 
should not be delayed pendmg Improvement 
m the avdabllty of pnvate fmancmg for sales 
of FHA home properties 

We therefore recommended that the 
Secretary of HUD requue FHA to take 
prompt action to dlscontmue the practice of 
purchasing title msurance and to adopt a 
pohcy of furmshmg private lenders, who 
finance purchases of home propeties sold by 
FHA, vvlth guarantees that thev investments 

~11 be protected against title defects ansmg 
pnor to the purchase of such properties 

HUD subsequently issued regulations m 
connectlon wth a plan that it beheved would 
accomphsh the intent of our recommendation, 
however, comphance with the regulations by 
lenders was not bemg required as of May 
1969, because the Department continued to 
beheve that, m view of conditions m the 
mortgage money market, such actlon would 
have an adverse effect upon efforts to obtam 
pnvate fmancmg In a letter to the Secretary 
of HUD m June 1969, we stated that, m view 
of the worthwhile savmgs that could be 
achieved through the use of FHA title 
guarantees m hew of title insurance, we be- 
heved that every effort should be made to 
implement the plan (B-l 14860, August 26, 
1968) 

48 CONSTRUCTION COST CERTI- 
FICATIONS FOR INSURED MORT- 
GAGES-On the basis of our review, we 
concluded that the mortgagors’ cost certlfica- 
tlons for Rossmoor Leisure World develop- 
ments did not reasonably ensure that the 
Intent of the cost certification provrslon of 
section 227 of the National Housing Act was 
being camed out We found that, under CE 
cumstances where the construction contracts 
between the mortgagors and the budder were 
not the result of meanmgful arm&length 
negotlatlons, the Federal Housing Admmls- 
tratlon (FHA), Department of Housmg and 
Urban Development (HUD), did not require 
that the mortgagors’ cetifications be sup- 
ported by certlficatlons of construction costs 
actually mcurred by the builder At the tnne 
of our review, FHA had insured, or had com- 
rmtments to msure, mortgages totaling about 
$265 m&on for five Leisure World develop- 
ments which were planned to eventually total 
more than $1 bllhon 

LeDslatlve hstory mdlcated to us that 
the general purpose of the cost certification 
provlslon was to ensure that an FHA-insured 
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mortgage loan would not exceed a specified 
percentage of actual project costs and that 
this provlslon was made apphcable to the 
multifamIly cooperative housmg program con- 
ducted under section 2 13 of the act (the 
section under which Rossmoor Leisure World 
mortgages were insured) to ensure that the 
pnmary benefit of the program would be 
reduced costs to the consumers 

We stated our opmlon that the builder’s 
total mvolvement m the developments as the 
ongmator, prmc~pal promoter, and owner of 
the land created a situation whch was not 
conducive to meanmgful arm’s-length negotla- 
tlons and that, under such cn-cumstances, the 
budder’s certlflcatlons of actual construction 
costs were needed to ensure that any econ- 
ormes m constructlon would accrue to the 
benefit of the cooperative consumers as con- 
templated under section 2 13 of the act 

Our review showed that the amounts 
pad from mortgage proceeds for construction 
had been based prnnanly on FHA cost estl- 
mates which did not take mto account pos- 
sible economes available to the budder due to 
the large size of the developments and, m 
some cases, the relatively contmuous nature 
of theu construction Because neither we nor 
FHA had the authonty to audit the budder’s 
records, we were unable to ascertam the costs 
actually mcurred or the profit, if any, reahzed 
by the builder 

FHA, the sponsor of the Leisure World 
developments, and the budder did not agree 
that budder’s certlficatlons of actual construc- 
tion costs were necessary Therefore we sug- 
gested m our report to the Congress m Feb- 
ruary 1969 that the Congress m&t wish to 
consider clanfymg whether budders’ certlfica- 
tions of actual constructlon costs in support 
of mortgagors’ certifications are necessary, 
under the circumstances described m our 
report, for providing an effectwe and mean- 
mgful unplementatlon of the cost certlflca- 
tion requirements of section 227 of the 
National Housmg Act 

In April 1969, the Secretary of HUD m- 
formed us that actlon would be taken m 
accordance with an earher proposal made by 
us that HUD, as a condltlon for contmumg to 
msure mortgage loans for Rossmoor Leisure 
World developments, require the budder to 
certify to the actual cost of construction 
(B-158910, February 19,1969) 

PUBLIC ASSISTANCE PROGRAMS 

49 PARTICIPATION IN ADMIN- 

ISTRATIVE EXPENSES-Our review of the 
Department of Health, Education, and Wel- 
fare’s (HEW’s) financial partlclpation in cer- 
tam admmlstrative expenses for pubhc asslst- 
ante programs m the State of M&sour1 
revealed a need for certam improvements m 
HEW’s controls over State admmlstratlon of 
the pubhc assistance programs to help ensure 
that the clanns made for Federal financial par- 
ticipation are m accordance with the exlstmg 
Federal and State regulations and requve- 
ments 

We found that certam expenses apph- 
cable to nonfederally aided programs had 
been claimed for Federal fmanclal particlpa- 
tlon and that Federal financial participation 
at a 75percent rate had been clalmed for 
certam expenses which appeared to have been 
quahfied for only a SO-percent rate On the 
basis of our review, we estimated that Federal 
payments fol such claims m the State of 
mssoun may have amounted to as much as 
$1 1 nnlhon m fiscal years 1964 through 
1966 

Pnor to September 1, 1962, the Social 
Security Act authorned Federal payments to 
States of 50 percent of the total amount 
expended by the States m the adrmmstratlon 
of their federally aided public assistance pro- 
grams Effective September 1, 1962, the 
Public Welfare Amendments of 1962 author- 
ized for such programs, among other thmgs, 
75-percent Federal fmanclal partlclpation m 
State admmlstratlve expenditures incurred for 
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providing those services designed to help mdl- 
vldual recipients attam self-care and self- 
support or to strengthen fanuly life (generally 
referred to as defined social services) 

Federal requn-ements established by 
HEW specify that, for the purpose of claiming 
Federal funds, a State plan of public asslst- 
ante programs must include a cost allocatlon 
plan that provides for (a) dlstmgulshmg the 
costs of adrmmstermg federally aided public 
assistance from all other adrmmstratlve costs 
of the agency m such a manner that no part 
of the costs of adrmmstermg other programs 
1s charged to the federally aided programs, (b) 
allocating the costs of admmlstermg the 
federally aided public assistance programs 
among thd various Federal programs on a 
reasonable basis, and (c) determmmg, ulthm 
each federally aided public assistance pro- 
gram, the amount that is subJect to 75- 
percent Federal financial partlapatlon and 
the amount that is subject to 50-percent 
Federal financial partlclpatlon 

Although the methods and procedures 
followed by the State m arrwmg at the 
amounts clalmed for Federal fmanclal partlcl- 
patlon were, m some cases, m accordance 
with the existing State plan whch was 
approved by HEW, our review indicated that 
such claims had resulted m the payment of 
Federal funds to the State m greater amounts 
than the costs allocable to the federally aided 
programs 

These matters were reported to the 
Secretary, HEW, m June 1969 mth our 
recommendation that the Missouri State cost 
allocation plan be thoroughly revlewed and 
that the State be requn-ed to subrmt formal 
revlslons to the plan, as are deemed appro- 
pnate With respect to past payments that 
were made to the State of MLYSOU~ for admm- 
lstratlve expenses, we recommended that the 
Admmstrator, Social and Rehablhtation Serv- 
ice, HEW, be required to review the basis of 
such clauns-gwmg recogmtlon to the matters 

noted durmg our review-and to seek equl- 
table adJustments for any excessive payments 
made to the State In July 1969 HEW agreed 
to take actions m lme with our recommenda- 
tions (B-164031(3), June 12, 1969) 

50 PARTICIPATION IN COSTS OF 
SERVICES TO HANDICAPPED INDIVID- 
UALS- Our review of the practices and pro- 
cedures followed by the Arkansas Rehablhta- 
tlon Service in clalrmng Federal financial par- 
ficlpatlon m costs of provldlng services to 
handicapped mdlvlduals under the Federal- 
State vocational rehablhtatlon program 
showed that, m Its claims, the Arkansas 
Rehabilitation Service had overstated, by 
about $396,000, the costs shown as being 
incurred by the State m support of vocational 
rehablhtatlon programs The overstatement 
resulted pnmanly from errors and rmsunder- 
standings by the Arkansas State Hospital-a 
thud party-m computmg expenses relating to 
food services 

In a February 1969 report to the 
Adrmmstrator, Social and Rehablhtatlon Serv- 
ice, Department of Health, Education, and 
Welfare, we stated our behef that the admmi- 
stratlon of tlurd-party partlapatlon m the 
Federal-State vocational rehablhtatlon pro- 
gram could be improved by requnmg State 
vocational rehabtitation agencies to mclude 
m ttid-party agreements descrlptlons of the 
specific procedures to be used m arrlvmg at 
the costs to be clamed for Federal financial 
pticlpatlon In our opmlon, the mcluslon of 
such speclflcs m agreements between State 
vocational rehablhtatlon agencies and ttid 
parties would also aid the Department m 
revlewmg the propriety of claims made by the 
States for Federal financial partlclpatlon 

State offlclals agreed that, because voca- 
tional rehablhtatlon expenditures had been 
overstated, the State’s clam for Federal fman- 
clal participation would require an adjust- 
ment They stated, however, that the Arkansas 
State Hospital had provided certain other 
services m support of the vocatlonal rehablll- 
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tatlon program, such as fire protection and 
security services, wlvch had not been claimed 
as costs related to the program and that any 
adjustment should recogmze these factors 
Although conslderatlon of these factors m 
makmg an equitable addustment may be 
appropnate, we believe that the State’s posl- 
bon further exemphfies the deslrablhty of 
havmg an exphclt written agreement on the 
matter of allowable costs 

Officials of the national office of the 
Rehabllltatlon Services Adnumstratlon, Wash- 
ington, D C , advised us that new mstructlons 
to the States concermng thrd-party expend- 
itures were bemg developed and that these 
mstructions would require the State voca- 
tional rehablhtatlon agencies to establish pro- 
cedures designed to ensure that clams for 
Federal financial partlclpatlon based upon 
expenditures made by thnd parties are 
proper (Report to Admmlstrator, Social and 
Rehablhtatlon Service, Department of Health, 
Education, and Welfare, February 20, 1969) 

51 PROCEDURES FOR REPDRT- 
ING INDIVIDUALS AS REHABILI- i 
TATE D-Because success or failure of the 
vocational rehabllltatlon program of the 
Social and Rehablhtation Service, Department 
of Health, Education, and Welfare, IS gauged, 
to a great extent, by the number of mdmld- 
uals reported to have been rehabilitated, we 
reviewed the reporting practices bemg 
followed by the States and the Department 
and reported our findings to the Congress m 
November 1968 

We reviewed the case records for 853 
people selected from 12,86 1 cases m SIX 
States, wbch involved, m addition to services 
provided by the States, expenditures of $100 
or less for purchased services, such as trammg 
and hospital care Of the 853 cases examined, 
we questioned the reportmg of the mdlvlduals 
m 516, or 60 percent, of the cases as having 
been rehabilitated In 363 cases the case 
records did not contam evidence that substan- 

teal rehab&t.ation services were provided to 
the mdlvlduals, m 98 cases, ehglblllty of 
the mdlvlduals for rehablhtatlon services was 
not documented, and, in 55 cases, mtivlduals 
were reported as rehabilitated more than once 
when only an extension of initial rehablhta- 
tlon services had been provided to them 

Our review also showed certam weak- 
nesses m the internal controls established by 
the State rehablhtatlon agencies for revlewlng 
casework actlvltles and reportmg on program 
accomphshments In addition, we found that, 
although program reviews by the Department 
had pointed out certain weaknesses m the 
States’ admmlstralzon and reportmg of pro- 
gram actmltles, these reviews &d not m&cate 
the basic causes of the weaknesses, nor did 
the reviews include an evaluation of the 
actions taken, if any, by the States m 
attemptmg to correct the underlying causes of 
the weaknesses 

Department and State agency officials 
mQcated that, for the most part, the matters 
&sclosed by our review resulted from poor 
case recording practices and inadequate case- 
work procedures The Department agreed to 
improve Federal guldehnes on casework 
review procedures and the standards to be 
followed by the States m reporting on pro- 
gram accomphshments The Department 
agreed also to review the States’ casework 
activities and work wth the States m estab- 
lishing appropriate management controls 
(B- 16403 l(3), November 26, 1968) 

RAILROAD RETIREMENT ANNUITIES 

52 IMPROVED PROCEDURES 
FOR IMP1 EMENTING AMENDATORY 
LEGISLATION-h a November 1968 report 
to the Congress, we pointed out that at least 
2,500, and possibly as many as 6,300, persons 
had not been paid addltlonal or increased 
annuities to whch they were entitled under 
amendatory legslatlon enacted m 1965 
These persons included 358 spouses of ra& 
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“toad employee anmutants who had not been 
pad because the Ra&oad Retirement Board 
notices concernmg their possible entitlement 
to annuities had not been understood by the 
persons involved The persons mvolved 
included some with language &fficultles, 
some unth hrmted education, and some wth 
mental or physlcal dlsablhtles Other persons 
had not been paid then annuity increases 
unless they requested them Others had not 
been pad their mcreases because of an made- 
quacy m the Board’s automated operations 

Under the amendatory legslatlon the 
Board had processed increases m annultles, or 
additional annuity payments, to approxl- 
mately 400,000 anmutants After we brought 
the cases noted m our review to its attention, 
the Board took steps to pay appropnate per- 
sons the annuity payments due them The 
Board also agreed to estabhsh procedures for 
evaluating the general effectiveness of Board 
notices and to make tnnely reviews of the 
procedures used to implement amendatory 
legislation 

We estimated that, durmg the first year 
followmg the effective dates of the amenda- 
tory legslatlon, the additional annuity pay- 
ments to the persons noted m our renew 
would total at least $157,400, and possibly as 
much as $273,200 The additional payments 
would continue to be paid durmg the 
remamder of the mdlvlduals’ periods of ehg- 
b&y, and we estimated that the total pay- 
ments durmg such penods could amount to 
between $700,000 and $1 2 rmlhon 
(B-l 14817, November 29, 1968) 

SLUM CLEARANCE AND 
URBAN RENEWAL ACTIVITIES 

53 ALTERNATIVE METHODS OF 
PERFORMING DEMOLITION ACTIVI- 
TIES-Our review of the demohtlon actlvltles 
of vanous cltles, to which the Department of 
Housmg and Urban Development (HUD) 

provided grants amounting to two thirds of 
the costs of demohtlon, mdlcated that the 
practices followed by some &es of usmg 
then own employees mstead of contractors 
for the demohtlon of unsafe bulldmgs and of 
awardmg demohtlon contracts for mdlvldual 
structures instead of groups of structures may 
not have resulted m the lowest possible costs 

The Assistant Secretary for Renewal and 
Housing Assistance agreed that more specific 
guidance m HUD’s procedures regardmg the 
methods of offermg contracts was needed 
Subsequently, HUD issued mstructions which 
provide that demohtlon contracts be awarded 
for groups of structures contemplated for 
demohtlon wlthm reasonable periods and 
located m the same neighborhoods 

Regardmg the cltles’ use of their own 
employees for demohtlon instead of contrac- 
tors, the Assistant Secretary stated that HUD 
beheved that the use of city employees to 
demohsh structures should be pernutted 
where it was local practice, was more expedl- 
tlous, and served other desrable purposes, 
such as the development of employment 
opportunities for the Jobless and unemployed 

In our report to the Congress m Novem- 
ber 1968 we expressed our agreement that the 
use of city employees m demohshmg struc- 
tures rmght be Justified under certam sltua- 
tlons and, m hne with this wew, we recom- 
mended that the Secretary of HUD revise 
departmental regulations to require &es to 
use the most econormcal methods of demol- 
Ishmg structures under the Federal demohtlon 
grant program unless other methods arelustl- 
fied (B-l 18754, November 12, 1968) 

54 MANAGEMENT OF REHABILI- 
TATION PROGRAM-h an Aprrl 1969 
report to the Congress, we pointed out that 
unproved management and mcreased empha- 
SIS by the Department of Housmg and Urban 
Development (HUD) was essential if HUD was 
to meet its planned goal of rehabfiltatmg 
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about 130,000 dwelhng umts durmg the fiscal 
years 1969 through 1971, or an average of 
about 43,000 umts annually 

Our review showed that the completed 
rehabtitatlons for the 4 5-year penod ended 
December 3 1, 1967, averaged 13,000 umts a 
year, or about 30,000 umts less than the aver- 
age annual goal for fiscal years 1969-7 1 We 
also found that a large percentage of the 
rehabdltation accomphshments reported were 
questlonable as they did not meet apphcable 
standards An Inspection of 150 selected 
properties m three projects showed that 78 
percent of the propertles did not meet estab- 
lished property rehabtitatlon standards for 
the areas and that 69 percent did not meet 
local housmg code standards even though the 
propertles were reported as havmg been 
rehabfitated by the local pubhc agencies 
(LPAs) 

We found that HUD adnumstratlve re- 
views at the local level were not adequately 
&sclosmg (a) the actual progress of rehabti- 
tatlon work, (b) the weaknesses m LPA proce- 
dures and practices for determmmg when a 
property was rehabhtated, and (c) the failure 
of LPAs to carry out a required program for 
follow-up code mspections 

We recommended that the Secretary of 
HUD undertake a reassessment of the rehabfi- 
tatlon program based on m-depth renews at 
the project level to ldentlfy and resolve 
weaknesses, problems, or dlfficultles such as 
those noted m our review and any others 
which impede project completion We recom- 
mended also that the Secretary require HUD 
representatives to strengthen thev adrmms- 
tratlon of rehablhtatlon projects at the local 
level 

The AssIstant Secretary for Renewal and 
Housmg Assistance advised us that HUD had 
mcreased its emphasis on rehablhtatlon and 
that mstructlons would be issued strength- 
enmg HUD’s admmlstration of the program 

He advised us further that, mthm the tits 
of avdable personnel, HUD’s reBona1 offices 
would conduct surveys of rehablhtation prq- 
ects Subsequent to the issuance of our re- 
port, HUD issued mstructions anned at 
strengthenmg its admmlstratlon of the pro- 
gram (B-l 18754, Apti 25,1969) 

55 FEDERAL SHARING IN 
RECOVERED DEMOLITION COSTS-h 
November 1968, we reported to the Congress 
that the Department of Housmg and Urban 
Development (HUD) had made grants to cities 
to cover two tids of the costs of demol- 
lshmg unsafe or umnhabltable structmes even 
though the cities subsequently collected some 
potion of the cost from the owners of the 
propertles On the basis of the recovery ex- 
perlence of the cities included m our review, 
which received 41 percent of the demohtlon 
grants made by HUD, we expressed the opm- 
Ion that such grants could have been reduced 
by about $400,000 If the grants had been 
hated to two ttids of the net demolition 
costs 

The Assistant Secretary for Renewal and 
Housmg Assistance agreed that there was a 
need for corrective action and estabhshed a 
pohcy whch provides that the Federal Gov- 
ernment be reunbursed for up to two ttids 
of the net amount recovered by cities pnor to 
project completion Smce it appeared that 
many recoveries of demohtlon costs were 
made by cltles after projects were considered 
completed, we recommended that the Secre- 
tary extend the period of Federal partlclpa- 
tlon m recovefles of costs so as to mclude 
recoverres made after the completion of 
demohttlon actlvltles (B-l 18754, November 
12, 1968) 

56 ADMINISTRATION OF CODE 
ENFORCEMENT PROGRAM-At the request 
of members of the Congress from Ilhnols, we 
made a hmlted exammatlon mto the status, 
obJectIves, and expected accomphshments of 
a code enforcement project m Chicago and 
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mto the Department of Housing and Urban 
Development (HUD) responslblllties and 
admnustrattve practices relative to the proJ- 
ect Our report on t&s examination issued m 
January 1969, showed that overall progress of 
the project had been slower than anticipated, 
that a small number of Federal loans and grants 
had been made to the project to assist m get- 
tmg bulldmgs mto comphance with codes, 
and that HUD had not estabhshed nor exer- 
cised adequate controls over penodlc pay- 
ments by HUD agamst the Federal grant m 
the project 

In view of our findmgs, we recommended 
that the Secretary of HUD (a) have a current 
comprehensive review made of the Chicago 
project to identify the problems nnpedmg 
project progress, (b) estabhsh requirements to 
provide for more systematic srte vrslts by HUD 
for the purpose of revrewmg progress, and (c) 
strengthea controls over HUD progress pay- 
ments under the program 

HUD advised us that the apphcabon for 
this project was adequate for approval pur- 
poses but that, smce the time of approval, it 
had become apparent that mcago would not 
be able to complete the project wlthm the 
required 3-year period 

HUD advised us further that it was tak- 
mg action to strengthen controls over progress 
payments by revlsmg Its requlsltlomng proce- 
dure and that certam other actions were bemg 
taken to improve the financial management 
aspects of the code enforcement program 
(B-164469, January IO, 1969) 

TAXES 

57 PROCESSING CLAIMS FOR 
REFUNDS OF FEDERAL INCOME 
TAXES-Increased mterest costs were mcur- 
red by the Internal Revenue Service (IRS), 
Department of the Treasury, as a result of 
avoidable delays m processmg claims for re- 

funds of Federal income taxes These m- 
cleased mterest costs were recurred because 
substantial penods of time had elapsed be- 
tween the dates when the clams for refund 
were filed and the dates the refunds were 
patd Because we were demed access to the 
necessary records, we were unable to deter- 
mme the specific causes for delays and the 
reasonableness of the time taken by IRS to 
process clams 

In our report to the Secretary of the 
Treasury on the results of our review of rec- 
ords made avtiable to us, our test of selected 
income tax refunds, and the result of internal 
au&t reviews, we recommended that IRS (a) 
prescribe appropnate time standards for proc- 
essmg clams for mcome tax refunds and (b) 
estabhsh an effective reportmg system to per- 
nut an evaluation of the claims-processmg per- 
formance m relation to the standards 

In commentmg on our report at appro- 
pnatlon hearmgs held m May 1969, IRS m- 
formed the House Appropnatlons Committee 
that a new system for controllmg returns 
would provide for a monthly mventory of 
claims on hand by class of return and for the 
estabhshment of the age of clams m the m- 
ventory (B-137762, September 27, 1968) 

58 INTEREST PAYMENTS ON 
CERTAIN FEDERAL INCOME TAX RE- 
FUNDS-Our review of the payment of m- 
terest by the Internal Revenue Service, De- 
partment of the Treasury, on income tax re- 
funds attnbutable to corrected or amended 
mcome tax returns showed that interest costs 
to the Government could be reduced Also, 
better treatment was accorded taxpayers fil- 
mg clanns for income tax refunds subsequent 
to filmg the initial tax returns than taxpayers 
clannmg refunds on their mltlal tax returns 

Excessive mterest costs are incurred be- 
cause mterest accrues on refunds clamed by 
correction or amendment to income tax re- 
turns for the penod from the prescribed due 
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date for filing the return until the refund 1s 
certified for payment Taxpayers may correct 
or amend their returns for penods up to 3 
years and receive interest for the entire pen- 
od For refunds clamed on mltlal returns, 
however, the Internal Revenue Code provides 
an interest-free penod of 45 days followmg 
the prescribed due date or the date of receipt 
of the return, if later, for the Internal Reve- 
nue Service to process the claims 

Accordmgly, we suggested that the Con- 
gress rmght wsh to also consider amending 
the statutory provlslons applicable to such re- 
funds (B-137762, September 19, 1968) 

TIMBER APPRAISALS AND SALES 

59 RECOGNITION OF TIMBER 
PRODUCT VALUES-We reported to the 
Secretary of Amculture m February 1969 
that the Forest Service could improve its con- 
trols over the valuation of national forest 
tnnber by clanfymg its pobcy guldehnes on 
the recogmtlon of end-product and by- 
product values and by estabhshmg procedures 
to ensure more compleii and systematic 
accumulation of mformatlon needed to prop- 
erly nnplement the guldehnes We concluded 
that such nnprovements would provide more 
certamty that the Forest Service would re- 
ceive a fair return from its sales of national 
forest tnnber and, at the same tnne, would 
provide equitable treatment to its timber 
purchasers 

In commentmg on our findmgs, the As- 
sistant Secretary of the Treasury for Tax 
Pohcy advlsed agamst a change m legslation 
on the basis of his behefthat the Congress had 
recognized that mterest should be paid under 
such crrcumstances masmuch as the Govem- 
ment had the use of the taxpayers’ money He 
contended also that le@slatlon might be pro- 
posed wluch would make It unnecessary for 
taxpayers to pay mterest on tax deficlencles 
until the expvatlon of a reasonable penod 
after the notice of deficiency was malled to 
them 

We beheve that a change m the code 
would result m reducmg Interest costs to the 
Government and m placmg taxpayers on a 
slrmlar interest-allowance basis Consequently, 
m our September 1968 report, we suggested 
that the Congress might wish to consider 
amendmg sectlon 6611 of the Internal Reve- 
nue Code to provide that interest on refunds 
resulting from taxpayers’ fiirmshmg mforma- 
tlon to correct or amend their Income tax re- 
funds accrue from the dates the claims are 
filed and that the Internal Revenue Service be 
authorized to estabhsh a reasonable period 
after such clams are filed wthm which mter- 
est-free refunds may be made 

Also, in commentmg on our iindmgs the 
Ass&ant Secretary for Tax Pohcy said that, 
although the suggestions proposed by us were 
hnuted to sltuatlons mvolvmg mcome tax re- 
funds, there did not appear to be any reason 
to treat refunds of Income taxes differently 
from refunds of exlse, employment, or estate 
taxes 

We found that Forest Service pohcy m 
respect of tnnber appraisals reqwed that 
value of products bemg produced from the 
tnnber m accordance ~th “local marketmg 
condltlons” and “mdustry practices of the 
vicmlty” be lecogmzed The pohcy pdehnes 
did not specify what was meant by “local” or 
“vlclnlty” nor specify the mdustry volume 
and/or the value of end products and by- 
products that would requue apprasal recogm- 
tlon As a result, offlclals m the three re@ons 
where we made our exammation had different 
interpretations of the mdelmes m regard to 
the recogmtlon of plywood/veneer values, 
which, we believe, could result m considerable 
varrances m appmsed values 

In addition, the three reaons had no 
systematic method for accumulating and 
documentmg mformatlon on local purchasers’ 
utlhzation of national forest timber We con- 
cluded that such mformatlon was pertinent if 
Forest Service reaonal officials were to obJec- 
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tlvely nnplement the Forest Service apprasal 
pohcy on the recognition of appropnate end- 
product and by-product values 

We recommended that the Forest SeMce 
(a) clarrfy its end-product and by-product 
appraisal recogmtlon guldehnes and (b) estab- 
hsh reqmrements for accumulatmg and docu- 
menting timber utlhzation data needed to 
properly implement such gmdelmes 

In an Aplll 1969 letter, the Under Secre- 
tary of the Department of Amculture stated 
that the Forest Service had clarified Its m- 
structlons for the recogmtlon of by-product 
values along the hnes of our recommendation 
and that a new method was bemg employed 
m one area and studied m another area to 
achieve representativeness m determmmg end 
product selhng values m timber appraisals He 
added that the Forest Service would instruct 
those regons, usmg the method discussed m 
our report, to carefully examme then- mom- 
tonng system to be sure that they are alert to 
the contmumg need for recogmtlon of new 
end products The recogmtlon of end-product 
values, as discussed m our report, wrll be 
nnplemented m one regon but must await the 
completion of recovery studies m another 
(B-l 25053, February 18,1969) 

60 DEVELOPMENT OF UNIFORM 
POLICIES AND PROCEDURES FOR THE 
SALE OF MARGINAL FEDERAL 
TIMBER-In a September 1968 report to the 
Director, Bureau of the Budget, we expressed 
the behef that the Forest Servrce, Department 
of Asculture, and the Bureau of Land Man- 
agement (BLM), Department of the Intenor, 
should develop uniform and precise pohcles 
and procedures for appralsmg and selling mar- 
gmal timber Such pohcles and procedures 
would result m a more uniform treatment to 
purchasers of Federal timber and, at the same 
time, provide the Federal Government and 
others with a fan- return for the sale of the 
pubhc timber resources 

We found that m the western sections of 
Oregon and Washmgton BLM and the Forest 
Service did not have adequate or uniform pro- 
cedures for apprasmg or selling margmal 
timber which was bemg harvested for the pro- 
duction of low-grade plywood or pulpwood 
We found that timber purchasers who har- 
vested matenal amounts of margmal timber 
would generally be charged for such timber if 
they purchased it from the Forest SeMce but 
would not be charged If they purchased It 
from BLM Moreover, purchasers of the Forest 
Service tnnber were not ensured of umform 
treatment by the 10 national forests m the area 

We recommended that the Dn-ector, 
Bureau of the Budget, request BLM and the 
Forest Service to Jointly develop umform 
pohcles and procedures for appralsmg and 
selhng margmal Federal timber 

In March 1969 the Deputy DIrector, 
Bureau of the Budget, advlsed us that the 
Department of Agriculture and the Depart- 
ment of the Intenor were Jomtly completmg 
the preparation of uniform pohcles and proce- 
dures for apprasmg margmal logs included m 
regular timber sales (B-125053, September 
30,1968) 

61 APPRAISING PULP TIMBER IN 
ALASKA-The Forest Service, Department of 
Amculture, manages over 90 percent of the 
180 bllhon board feet of commercial timber 
m the State of Alaska, the major portion of 
which 1s sultable for pulp Thus, for the 
majority of pulp timber offered for sale m 
Alaska, Forest Service appraisals establish the 
mmnnum acceptable sellmg prrce 

Forest Service appraisal guldehnes re- 
qun-e that prices from the local pulp-log 
market be used as the starting point for ap- 
pralsmg the natlonal forest pulp timber The 
guldehnes provide also that the prices be ob- 
tamed from a reasonably free competltlve log 
market We found, however, that a reasonably 
free competltlve market, composed of an ade- 
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quate volume of pulp-log sales between mde- 
pendent buyers and sellers, did not actually 
exist m Alaska 

We found also that, pnmanly because of 
the Secretary of Agriculture’s regulation re- 
qunmg that national forest timber receive 
pnmary manufacture m the State and because 
of the Forest Service’s pohcles urlth respect to 
the definition of pnmary manufacture, the 
pulp-log market m Alaska was hnnted to sales 
to the two exlstmg pulprmlls A thud pulprmll 
1s planned The competltlon m ths market 
was further hnuted because of the topography 
m the State, the guaranteed tnnber supply of 
the pulpmllls, and the mdebtedness of certam 
independent loggers to the pulpnulls We 
stated our behef that the present log market 
m Alaska was not sufflclently competltlve to 
constitute a proper source for obtammg the 
pulp-log prices used m appralsmg Federal 
timber 

In a report to the Secretary of Agrlcul- 
ture m July 1968 we recommended that the 
Secretary (a) reevaluate the regulation lequlr- 
mg pnmary manufacture of national forest 
timber m Alaska and either modify the legula- 
tion or specify the condltlon Justlfymg Its 
retention and (b) request the Forest Service 
to thoroughly review all possible alternative 
methods for appralsmg pulp timber m Alaska 

In October 1968, the Secretary advised 
us that, m accordance mth our recommenda- 
tion, the Department was asking the Forest 
Service to review alternatlve procedures for 
appralsmg timber m Alaska Our first recom- 
mendatlon was consldered no longer apphca- 
ble because of a new law, passed subsequent 
to the issuance of our report, hmltmg the 
export of unprocessed logs from Federal lands 
located west of the 100th mendlan, &ch 
mcludes Alaska (B-l 25053, July 26, 1968) 

TRAINING ACTIVITIES 

62 APPROVAL AND ADMINIS- 
TRATION OF INSTITUTIONAL TRAINING 
PROJECTS-h July 1968 we reported to the 

Assistant Secretary for Manpower, Depart- 
ment of Labor, on our review of the proce- 
dures and plactlces followed by the Bureau of 
Employment Security, Department of Labor, 
and by the Office of Education, Department 
of Health, Education, and Welfare, m approv- 
mg and admmlstenng an mstltutlonal tralmng 
project to tram 45 men as skipjack tuna fish- 
ermen m Hawan under the Manpower Devel- 
opment and Trammg Act of 1962, as 
amended (MDTA) 

On the basis of our review, it appeared 
to us that the trammg project was not ade- 
quately planned or developed m consonance 
\;vlth exrstmg needs for such trammg m Hawan 
and that costs incurred were dlsproportlonate 
to the results achieved This seemed evldent 
from the fact that direct Federal costs of 
$187,589 resulted m the trammg of only mne 
fishermen It appeared to us also that the 
project was of questionable benefit at the out- 
set, m the hght of evidence available at the 
time of approval that skipjack tuna fishmg 1s a 
seasonal occupation m Hawan and thus tram- 
ees would not be provided with the full-time 
employment that 1s required by MDTA 

We recommended that the Manpower 
Adnumstratlon reexamme the review and 
approval procedures applicable to MDTA 
trammg projects to determine what further 
evaluation and control procedures may be 
necessary to ensure that MDTA trammg 
courses are designed to provide for trammg m 
occupations leading to full-time and perma- 
nent employment 

In October 1968 the Assistant Secretary 
for Admmlstratlon advised us that, m tbs 
instance, approval of the project had been 
given on the basis of defimte assurances from 
prospective employers that tramees would be 
employed full-time followmg trammg, how- 
ever, the full-time employment promised was 
not provided The Assistant Secretary stated 
that this proJect was one of the early MDTA 
mstltutlonal trammg projects approved and 
that the guldehnes and mstructlons m the 
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MDTA handbook nught not have been clear 
and exphclt regardmg approval of trammg for 
seasonal-type occupations He stated that the 
Department believed that the revised MDTA 
handbook would be responsive to our sug- 
gestlons with regard to seasonahty and ade- 
quate evaluation and control procedures for 
planmng and developmg projects (Report to 
the AssIstant Secretary for Manpower, De- 
partment of Labor, July 29, 1968) 

UNEMPLOYMENT INSURANCE 

63 APPEALS OF BENEFIT 
DETERMINATIONS-h Apd 1969 we 
reported to the Assistant Secretary for Man- 
power, Department of Labor, that there was a 
need for improvement m the adjudication of 
clamant and employer appeals m connectlon 
with benefit payments to unemployed per- 
son5 under the unemployment msurance pro- 
gram The review was made at the reaonal 
manpower office m Boston, Massachusetts, 
and at the State employment security agen- 
cles in Mame, Massachusetts, and Rhode 
Island 

We found that the States’ appeals offi- 
cers were not mcludmg m then wntten decl- 
slons the specific reason or Ieasons for their 
reversal of the benefit determmatlons made 
by local officials We found also that benefit 
determmatlons made at the local offices had 
been reversed upon appeal because the local 
offices had not made complete or effective 
fact-findmg mvestlgafions at the tnne that the 
determmations were made and that appealed 
cases m the State of Mame were not bemg 
timely reviewed and adjudicated It appeared 
to us that the delays were contrary to the 
objective of the unemployment msurance pro- 
gram of havmg prompt and proper payments 
made to clannants determmed to be ehgble 
and that there was a need for more mtenslve 
momtormg of the State agencies’ appeals and 
adjudication activities by the regonal man- 
power office to nnprove the effectiveness of 
the unemployment Insurance program 

Durmg the review, we discussed our fmd- 
lngs with the regonal adrmmstrator m 
Boston, who agreed, m general, mth our 
views on the need for improvements m the 
matters discussed above and advlsed us that 
appropnate corrective action would be taken 
(Report to the Asslstant Secretary for Man- 
power, Department of Labor, Aplll25,1969) 

VETERANS BENEFITS 

64 USE OF EDUCATIONAL AND 
VOCATIONAL COUNSELING SERVICES 
PROVIDED BY SCHOOLS-h November 
1968, we reported to the Congress that the 
Veterans Adrmmstratlon (VA) had been refer- 
ring war orphans to contract guidance centers 
to receive vocatIonal and educationdl counsel- 
mg without first determmmg each mdlvldual’s 
counsehng needs We found that, of the estl- 
mated $941,000 m fees which VA pad guld- 
ante centers to counsel war orphans durmg 
fiscal year 1967, about $376,000 was for 
counsehng beneflclanes who were attending 
secondary schools that had approved counsel- 
mg programs under the National Defense 
Education Act and about $3 12,000 was for 
counsehng benefiaanes who were m colleges 
01 technical schools that provided counsehng 
services to students 

We proposed that VA obtain and con- 
sider all pertinent mformatlon relating to the 
beneflclanes’ educational and counseling 
background for the purpose of determmmg 
whether referral to guidance centers for addl- 
tlonal counsehng 1s necessary We proposed 
also that VA encourage those beneficlanes 
attending schools which have counseling avall- 
able to utilize the counseling services avalable 
to them m then- schools 

The Deputy Admmlstrator of Veterans 
Affairs stated that VA was m general agree- 
ment urlth our report and had adopted new 
mandatory procedures to ensure that bene- 
flclanes needing less than comprehensive 
counsehng would not be referred to guidance 

55 



centers but would be counseled by VA coun- 
selors on the basis of greatly abbreviated m- 
tervlews Although the Deputy Admmlstrator 
stated that VA would encourage potential ap- 
plicants attending h@ school to utilize the 
counselmg services available to them m their 
schools, he indicated that he beheved that 
many colleges and technical schools did not 
provide their students with comprehensive 
counsehng services We found however, that a 
substantial number of colleges mamtamed 
professionally staffed gmdance departments 
We recommended therefore, that VA encour- 
age ehgble persons who have been accepted 
for adrmsslon to, or who are enrolled m, these 
schools, to utlhze, where appropnate, the 
counsehng services available at the schools 

In March 1969 the Admmlstrator of 
Veterans Affaus advised the Chalrman, Com- 
rmttee on Government Operations, House of 
Representatives, that, m response to our rec- 
ommendatlons, VA had Improved Its proce- 
dures for dlrectmg beneficlanes to available 
counselmg services outside the VA to ensure 
that full advantage IS taken of all counsehng 
semces available and that no unnecessary 
duphcatlon of effort occurs He stated also 
that a substantial improvement m utlhzatlon 
of overall resources had resulted and would 
contmue to accrue (B-l 18660, November 15, 
1968) 

65 GOVERNMENT’S CONTRIBU- 
TION TO THE COST OF SERVICEMEN’S 
G R 0 UP LIFE INSURANCE-Public Law 
89-2 14, authonzmg the ServIcemen’s Group 
Life Insurance program, provides that mem- 
bers covered by the program bear the cost of 
normal mortality claims and that the Govern- 
ment bear the cost of mortahtles traceable to 
the extra hazards of war In addltlon, the law 
prescribes a formula for the computation of 
the Government’s costs 

On the basis of our review of the legsla- 
tlve hstory of the authonzmg legslatlon, we 
believe that the Congress intended that the 

Government bear all mortahty costs traceable 
to the extra hazards of war We found, 
however, that apphcatlon of the formula con- 
tamed m the law to compute the Govern- 
ment’s costs resulted m servicemen’s contn- 
butmg about $15 mtihon durmg fiscal year 
1968 for the costs of death clams traceable 
to the Vietnam conflict 

Accordmgly, m a report to the Congress 
m May 1969, we suggested that, m order to 
Implement the mtent of the legtslatlon-that 
the Government bear all mortahty costs trace- 
able to war-the Congress might wish to con- 
sider amendatory legslatlon changmg the 
formula contained m the law 

The Veterans Admmlstratlon advised us 
that it agreed, m general, mth the data 
presented m the report and that changmg the 
formula would require a change m the law 
On June 16, 1969, House bill 12157 was m- 
traduced The purpose of the bill is to ensure 
that the Umted States bear all of the cost of 
servicemen’s group hfe Insurance traceable to 
the extra hazards of war (B-l 14859, May 29, 
1969) 

WAGE RATE DETERMINATIONS 

66 ESTABLISHING THE MINI- 
MUM WAGE RATES FOR FEDERALLY 

FINANCED HOUSING CONSTRUCTION-h 

a report subrmtted to the Congress m Septem- 
ber 1968, we pointed out that the mmlmum 
wage rates prescribed by the Department of 
Labor, under the Davis-Bacon Act, for con- 
struction of four federally financed housing 
projects m the Washmgton, D C , metropoh- 
tan area were slgnlficantly h@her than the 
wage rates psud m the area on comparable prl- 
vate residential construction We pomted out 
that the Department had, for the most part, 
prescribed the negotiate wage rates applicable 
to commercial-type bulldmg constructlon m 
the Washmgton metropohtan area as the mlm- 
mum wage rates payable on federally financed 
rmhtary farmly housing and low-rent public 
housing construction m the area We con- 
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eluded that the tigher mmmum wage rates 
prescribed by the Department for construc- 
tion of four federally financed housmg pro- 
jects durmg the fiscal years 1965, 1966, and 
1967, had resulted or would result m extra 
construction costs estnnated at $1 4 mllhon 

We recommended that the Department 
(a) prescribe the preva&ng wage rates for rest- 
dentml housing construction m the Washmg- 
ton metropohtan area as the mmnnum rates 
apphcable for similar military family housing 
and for low-rent public housing projects m 
the area, (b) make greater use of onslte sur- 
veys to supplement and venfy data obtained 
from interested parties, (c) undertake a gen- 
eral reexammatlon of Its pohcles and practices 
for making wage determmatlons for military 
and other federally financed and subsldlzed 
housing throughout the country, and (d) 
show m its area wage determmatlons the resl- 
dentlal construction wage rates found to be 
prevallmg m the area of the housmg construc- 
tion 

Durmg our review the Department of 
Labor changed its pohcy m regard to two 
other nuhtary family housing proJects m the 
area and prescribed the wage rates generally 
preva.dmg for private residential construction 
m the area as the mmnnum wage rates for the 
construction contracts for these housmg pro- 
jects The Secretary of Labor informed us 
that the Department would continue to pre- 
scribe separate and different wage rates, as 
dlstmgulshed from the rates for mdustnal and 
commercial construction, for military housing 
construction, wherever the separate and &f- 
ferent rates preval on housmg work m the 
area 

The Secretary stated that, although the 
Department currently lacked adequate facll- 
ities for collectmg wage information in vm- 
ous parts of the country, four additional field 
representatives had been requested Smce the 
Secretary’s comments regarding its new pohcy 
appeared to be &rected prmclpally to the 
mmlmum wage rates for mlhtary family hous- 
mg, we expressed the belief that the pohcy 
should be extended to other federally con- 
structed and assisted housing, especially to 

low-rent public housmg m the Washmgton 
metropohtan area and m other areas of the 
country (B-164427, September 13, 1968) 

WATER RESOURCES DEVELOPMENT 
PROGRAM 

67 IMPROVED PROCEDURES 
FOR NEGOTIATING CONTRACTS WITH 
WATER USERS- In our October 1968 re- 
port to the Congress, we noted that water had 
been dehvered to users north of the city of 
Sacramento, California, through releases from 
Shasta Dam and Reservon after its com- 
pletion m 1944 but that It was not until 1964 
that the Federal Government was able to 
reach agreement with the users as to the 
amount of “Federal water” made avdable by 
the project for wluch the users were required 
lo pay $2 an acre-foot Calculations made by 
the Bureau of Reclamation showed that, dur- 
ing the 20-year period of negotlatlons 
(1944-63) the water users had used, without 
charge, about 6 m&on acre-feet of proJect 
water, valued at $12 m&on 

We reported that at December 1967 the 
Bureau had concluded, or had pending, 141 
contracts with water users covering about 
2,300,OOO acre-feet of water These contracts 
will, m our opmlon, pernnt the water users to 
use, urlthout charge, 950,000 more acre-feet 
of water annually, wth a contract value of $2 
an acre-foot, than was available for use m 
an average year prior to the operation of 
Shasta Dam and Reservov 

We recommended that the Secretary of 
the Intenor, m future negotlatlons of ths 
nature, establish, pnor to construction of a 
project, definite hmlts as to the quantity of 
water that would be available mthout the 
project and the maxlmum period of time to 
negotiate acceptable agreement mth the 
users We recommended also that, If accept- 
able agreements cannot be reached urlthm 
these louts, the Congress be advised of the 
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matter, mcludmg the posslblhty that htlgatlon 
nught be required after the project 1s con- 
structed to move at a reasonable settlement 
In this way the Congress can reconsider the 
authonzatlon of the project 

In December 1968, the Department 
advised the Bureau of the Budget that it 
agreed urlth the substance of our recommen- 
dations The Department stated, however, 
that the procedures used m preparmg feast- 
blhty reports prior to authonzatlon, preparmg 
defmlte plan reports to firm up developments 
after authorization, and processmg of annual 
appropnatlons through the executive and 
legslatlve branches were all aimed at avoldmg 
such sltuatlons as arose with the Sacramento 
&ver diverters m the Central Valley Project 
(B-125045, October 18, 1968) 

FEDERAL PROGRAMS--GENERAL 

68 ELIGIBILITY OF WIDOWS 
FOR FEDERAL BENEFITS-Our compan- 
son of mformatlon obtamed from marriage 
records m seven States, for hmlted penods, 
ullth data obtained from the records of five 
Federal agencies-the Department of Health, 
Education, and Welfare, the Veterans Admm- 
lstratlon, the U S Clvll Service Commlsslon; 
the Ra&-oad Retirement Board, and the 
Department of Labor-showed that benefit 
payments had been made to 47 wdows who 
were mehgble for such benefits because they 
had remamed 

Subsequent to our reporting of these 
cases, the agencies terminated benefit pay- 
ments m 135 cases and, m the 12 remammg 
cases which had been previously terminated, 
took action to correct Improper termmatlon 
dates In addition, action was taken m an 
effort to collect the overpayments which 
amounted to about $82,000 If these benefit 

payments had been contmued, they could 
have amounted to about $1 2 m&on 

In a report to the Congress m August 
1968, we stated that we beheved that the five 
Federal agencies could strengthen then proce- 
dures for ldentifymg mdow beneflclanes who 
become mehgble for benefits because of their 
remamage by obtammg mformatlon from 
State manage records for comparison with 
data m the agencies’ files 

We recommended that the Director, 
Bureau of the Budget, arrange \;vlth the five 
agencies to make feaslblhty studies to deter- 
mme whethel the benefits to be derived from 
using State marriage record data for lden- 
tifymg wrdow beneflaanes’ unreported or 
incorrectly reported remarriages would 
exceed the costs of such a program and to 
evaluate the results of the studies and, if war- 
ranted, (a) make arrangements for obtammg 
from the various States data on mdows who 
have remarried and (b) assign to one of the 
agencies the responslblhty for receiving State 
mamage record data and for convertmg such 
data to a form usable by each of the agencies 
for ldentlfymg mellgble beneflclarles and 
incorrect benefit payments 

The Director, Bureau of the Budget, 
advised us that the Social Security Admm- 
lstratlon, Department of Health, Education, 
and Welfare, had under way a study mvolvmg 
the matchmg of Its beneflclary rolls with mar- 
nage records of 15 States and that the Bureau 
of the Budget would arrange for interagency 
partlclpatlon m this study The Dlrector states 
also that, if, after evaluatmg this study, it 
appeared that a more extensive study was 
desirable, the Bureau of the Budget would 
take the lead m making the arrangements By 
Septemeber 1969, the study being made by 
Social Security Admmlstratlon had not been 
completed (B-164031(4), August 22, 1968) 
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INTERNATIONAL ACTIVITIES 

FOREIGN ASSISTANCE PROGRAMS 

69 ADMINISTRATION AND MAN- 
AGEMENT OF FOREIGN ASSISTANCE TO 
CO LOMB IA-At the request of the Chairman 
of the Senate Foreign Relations Committee, 
we reviewed the admmlstratlon and manage- 
ment by the Agency for Intematlonal Devel- 
opment (AID) of its economic assistance pro- 
gram for nonproject purposes m Colombia 
Nonproject assistance financed imports in 
support of Colombia’s development program 
without tymg the imports to specific projects 
ProJect assistance has been drrected to mdlvld- 
ual capital projects or techmcal assistance 

Econormc assistance to Colombia from 
all sources from 1946 through December 
1967 totaled $1 6 bllhon Of ths amount, 
$430 m&on was provided by AID, 91 per- 
cent of whxh was made avdable durmg the 
Alliance for Progress, which was formulated 
m late 196 1 AID’s program m Colombia 1s Its 
thn-d largest m Latm America 

Our report, issued m July 1968, showed 
that Colombia’s aggregate economic and 
socm.l progress durmg the first 5 years of the 
Alliance for Progress (1962-66) was less than 
AID and Alhance goals Durmg the Alhance, 
AID has not made systematic or substantive 
evaluations of Colombia’s plogress and per- 
formance m many areas There has been a 
senous lack of basic data m Colombia, and no 
substantial progress has been made durmg the 
Alliance toward developmg a system for 
timely gathermg and assessing of basic data 
In Colombia, AID 

-Dtd not develop a system for accumu- 
lating prior experience for appltcatton 
In developrng Its future strategy 

-Was not expllclt or defrmte, In many 
Instances, rn Its goals and iargets 

-Did not tailor Its level of assistance to 
specific levels of country performance 

AID made no mdependent overall review of 
the adequacy and effectiveness of AID strat- 
egy for achlevmg U S and Alhance develop- 
mental objectives m Colombia 

Accordmgly, we proposed that the 
Adrmmstrator, AID, take the actions neces- 
sary to 

-Ensure that substantive evaluations are 
made on a systematic basis of Colom- 
bia’s performance and progress rn each 
key area affecting Its economic and 
socral development 

-Develop alternatrve annual levels of 
assistance for Colombia tailored to spe- 
clflc levels of Colombian performance 

-Develop a method of Incremental fund- 
ing whereby the release of AID assis- 
tance IS condltloned on, and proportlon- 
ate to specific improvements in Colom- 
bian performance 

-Require that the overall effectiveness 
of AID assistance strategy in Colombia 
be reviewed at appropriate intervals 
by knowledgeable internal or external 
offlclals who have no responslblllty 
for management of the program 

AID did not agree with our proposals 
that substantive evaluations be made m each 
key area and that AID develop altematlve 
annual levels of assistance for Colombia tas- 
lored to specific levels of Colombian perform- 
ance AID took the position that substantive 
evaluations had been carned out We do not 
agree that they have been camed out, and we 
have pomted out a great number of areas 
where they had not been 
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Furthermore, we beheve that AID has 
not developed an annual level of assistance for 
Colombia tailored to specific levels of Colom- 
bian performance, as previously dlscussed 
The failure to do so, m our opmlon, 1s con- 
trary not only to AID’s stated pohcy and 
public pronouncements but also to prudent 
management and thus the proposal deserves 
reappraisal 

Because of the fundamental importance 
of these two matters to the effectiveness of 
the AID program m Colombia, we h@hghted 
these matters for the Committee’s further 
conslderatlon (B-161798, July 8, 1968) 

70 MANAGEMENT OF PROP- 
ERTY ACQUIRED FOR FOREIGN ASSIS- 
TANCE-h August 1968 we reported to the 
Congress that from fiscal year 1963 to 
December 3 1, 1967, the Agency for Interna- 
tional Development (AID) rehabilitated and 
&stnbuted excess property that orlgmally 
cost $119 m&on AID’s Excess Property 
ReBonal Office m Europe accounted for $39 
mllhon of the $119 rmlhon, and the rehablh- 
tatlon was performed, for the most part, by a 
foreign contractor under a contract admmls- 
tered by AID Our review showed that there 
was a cntlcal need for AID to strengthen Its 
adrnmlstratlon and management relating to 
the rehabhtatlon and dlstnbutlon of excess 
prowfiy 

AID had generally followed a practice of 
&stnbutmg excess property on a first-come- 
first-served basis, wthout consldermg whether 
the rehablhtated property would substrtute 
for new procurement or whether it would be 
used by the recipient country as supplemental 
assistance Some countries were able to obtam 
early commitments for the property under 
AID’s first-come-first-served formula Other 
countries reported a “preemption of desirable 
material” before theu needs had been 
consIdered 

The extent of AID surveillance ovel the 

quahty of the rehablhtatlon work by private 
contractors abroad was not sufficient to 
ensure that the equipment was m a satls- 
factory operating condltlon before bemg 
dlstnbuted to the reclplent countries 

We noted deficlencles m AID’s negotla- 
tlon and admmlstratlon of its prunary con- 
tract m Europe for repan and rehablhtatlon 
of excess property These deficlencles related 
to 

-lImIted use of competltlon rn award of 
the repair contract and rn award of the 
contracts for transportation of excess 
property as well, 

-contract labor rate increases wtthout 
adequate supporting cost data, 

-a large portlon of the repair work’s not 
berng covered by contract 

--Inadequate negotiation of labor hours 
worked and bllled for by contractor, 
and 

-unnecessary costs Incurred In the pro- 
curement of repair parts and materials 
from local sources 

The results of our review were made 
avsulable to the Special Subcommittee on 
Donable Property, House Committee on Gov- 
ernment Operations, and to the Subcom- 
nuttee on Foreign Id Expenditures, Senate 
Committee on Government Operations, wbch 
were concurrently conductmg reviews relatmg 
to aspects of AID’s program for advance 
acqulsltlon of excess property The reports 
resuftmg from these congressional reviews dls- 
cuss the deficlencles described m this report 
and include recommendations to AID for 
lmprovmg its management of the program 

Agency officials have agreed, m general, 
ulth our findmgs and have taken, or are 
taking, a number of specific corrective 
actions These actlons a 
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-emphasize the use of excess property as 
a substitute for new procurement, 

-upgrade the quality of the rehabllltatlon 
work, and 

-strengthen and Improve the negotlatlon 
and admmlstration of present and future 
excess property rehabllrtatlon contracts 

(B-146995, August 2, 1968) 

UNITED STATES BALANCE-OF- 
PA YMENTS POSITION 

71 BALANCE OF PAYMENTS 
ASPECTS OF MILITARY OFFSHORE PRO- 
CUREMENT (al-In September, 1968, we 
reported to the Assistant Secretary of Defense 
(Installations and Logstlcs) on the results of 
our review of an offshore (1 e outside the 
Umted States) procurement of ratioad cars in 
Japan to fti requirements m Vietnam 

We concluded that the offshore procure- 
ment of 172 railroad cars at a cost of $1 75 
mllhon could have been avoided had regula- 
tions, designed to mmlmlze dollar outflow, 
been observed m splrlt as well as m letter 

Our review showed that the procurement 
had been made offshore on the basis of urgent 
need and short dehvery time Our examma- 
tlon of the data, however, showed that a 
combmatlon of overstated estimates of dehv- 
ery time from the United States and under- 
stated estimates of dehvery time from Japan 
probably had been mstrumental m leading to 
the decision to buy offshore We concluded 
that the railroad cars could have been dehv- 
ered from U S sources as soon as from 
Japanese sources, and at a comparable cost, 
had procurement action been started mthm a 
short time after the urgent need for the cars 
was first identified 

We made no speclflc recommendations 
with regard to this particular procurement 
because of the “isolated mstance” nature of 

the transaction However, we brought the 
matter to the Department’s attention for such 
action as it considered necessary (B-163389, 
September 10, 1968) 

72 BALANCE OF PAYMENTS 
ASPECTS OF MILITARY OFFSHORE PRO- 
CUREMENT lb)-In December 1968 we 
reported to the Secretary of Defense the 
results of our review of selected offshore pro- 
curement, i e procurements from sources out- 
side the Umted States 

This paticular report dealt solely ulth 
offshore procurements of prefabricated bmld- 
mgs which, m our oplmon, could have been 
procurred m the United States had Depart- 
ment of Defense (DOD) regulations, designed 
to mmmuze dollar outflow, been followed 

Our review showed that m Apd 1965 
the U S Au Force decided to buy, through 
the Air Force Logstlcs Command and from 
US supphers, 384 air-mflatable, portable 
shelters to fill an urgent need m Vietnam The 
cost of these shelters, with modlficatlons, was 
$8 9 nulhon 

The portable shelters failed to pass test 
condltlons and were deemed unsatisfactory 
for use m Vietnam Most of the shelters are 
now in storage 

The series of problems encountered m 
obtammg acceptable au-inflatable shelters put 
off consideration of suitable alternatives until 
late February 1966, about 10 months after 
the declslon had been made to buy the mflat- 
able shelters At ths pomt m tnne, the AX 
Force Logrstlcs Command directed the pro- 
curement of prefabricated metal bmldmgs to 
meet known requirements for structures m 
Vietnam Consequently, two contracts were 
awarded to U S suppliers for 288 prefabs- 
cated metal bulldmgs costmg $1 9 m&on All 
bulldmgs were to be dehvered by December 
1966 

Apparently knowledge of this action did 
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not filter down to procurement officials m 
Vietnam because, between August 1966 and 
April 1967, the 7th &r Force m Vietnam 
awarded to foreign firms m Smgapore seven 
contracts amountmg to $896,937 for 65 pre- 
fabricated buddings 

We concluded that the time lost m trymg 
to develop a satisfactory air-mflatable shelter, 
durmg a penod of rapid buildup m the field, 
mtensltied pressures on usmg actn&es to 
obtam buddmgs from any readily avdable 
source, n-respective of fugher cost or of gold- 
flow conslderatlons When the normal supply 
system does not respond to customer needs, 
as m this case, usmg actlvltles are motivated 
to bypass It Although ths 1s understandable, 
we beheve that local commands should be dls- 
couraged from locally procuring costly mate- 
nal until they have exhausted prospects of 
obtammg it through regular supply channels 

We suggested that it would be mstructlve 
for this case bstory to be brought to the 
attention of DOD’s subordinate commands 
The Air Force concurred (B-163389, 
December 30, 1968) 

73 BALANCE OF PAYMENTS 
ASPECTS OF SPECIAL LETTERS OF 
CR EDIT-We exammed mto a special pro- 
gram, know as Pohcy Determmatlon 31 
(PD-3 I), mounted by the Agency for Interna- 
tional Development (AID), to help m com- 
bating adverse balance-of-payments effects of 
offshore procurements (I e , purchases from 
sources outside the United States) financed 
by AID We reported the results of the review 
to the Admmlstrator, AID, m November 
1968 

As an agency provldmg techmcal 
assistance and capital to developmg nations, 
AID has had an nnportant role to play m con- 
trlbutlng to improvements m the US 
balance-of-payments posltlon For example, 
m 1959 AID terminated Its pohcy of allowmg 
its assistance to be used for Imports from any 
free-world nation, and, since that time, has 

mcreasmgly tied assistance to procurements 
from U S sources 

Exceptions to procurement from U S 
sources have been permitted m the case of 
eight developmg countries In these countries, 
commodltles financed by AID can be ob- 
tamed for use m ttid countries, provided 
that payment for the commodltles 1s by 
special letters of cre&t that can be used to 
buy only goods of Amencan ongm 

In exammmg mto PD-31 special letter- 
of-credit transactions, we observed that two 
developmg countries were using dollar credits 
under the program to finance agricultural 
products exported under the Department of 
Amculture’s (USDA’s) Commodity Cre&t 
Corporation (CCC) barter program In our 
opmlon, this use reduced the balance-of- 
payments advantages that could otherwise 
have been reahzed 

Durmg the penod of our review (July 
1967 through March 1968), $46 8 m&on was 
&sbursed to U S supphers for goods pur- 
chased by nations partlclpatmg m the PD-3 1 
program Our test comprised $3 1 rmlhon of 
these transactions 

This test showed that transactions total- 
mg $3 3 m&on were identified specifically on 
vouchers as representmg payments on behalf 
of India and Tawan to U S exporters for 
agricultural commodltles exported under CCC 
barter contracts It 1s possible that other am- 
cultural exports financed under the PD-31 
program may have been barter transactions, 
although not identified as such smce there 
was no requirement to mclude this mforma- 
tlon on the vouchers 

Since a major obJective of both programs 
(barter and PD-31) 1s to realize balance-of- 
payments advantages, we concluded that 
overall advantages had been reduced by hav- 
mg the funds of one Government agency 
(AID) used to finance exports of another 
Government agency (USDA) 
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We discussed the results of our test with 
AID offlclals durmg our review In September 
1968, AID took steps to amend outstanding 
PD-3 1 letters of credit to protiblt their use m 
payment for export of agricultural commod- 
&es under the CCC barter program Appro- 
pnate notiflcatlon of the amendment was 
made to central monetary authontles of the 
PD-3 1 source countries and to the U S banks 
involved m the program (B-146820, Novem- 
ber 22, 1968) 

74 IMPROPER PAYMENT OF 
PORT CHARGES ON FOREIGN-AID SHIP- 
MENTS-In May 1965 we reported to the 
Congress that the Agency for International 
Development (AID) had made, and was cur- 
rently makmg, improper payments for ocean 
shipments of surplus amcultural commo&tles 
donated by the Umted States to U S volun- 
tary rehef agencies under title III, Pubhc Law 
480 Our test showed improper payments on 
shipments to an aid-recipient country because 
ocean shipment tariff rates mcluded port 
charges comprising consular, unloadmg, han- 
dling, warehousing, and transportation 
charges properly chargeable to the recipient 
country under the terms of agreements 
between the voluntary rehef agenaes and the 
country This situation resulted from the 
failure of AID and the voluntary rehef agen- 
cies to examme adequately the makeup of the 
tanff rates which included these charges 

As a condltlon for dehvermg donated 
foodstuffs to the people of the reclplent 
country, the voluntary rehef agencies had 
entered into special agreements Under these 
agreements, the country agreed to adrmt the 
donated commodltles free of all Import 
duties, taxes, and fees for consular semces 
and to fumlsh the necessary funds to pay all 
port expenses, mcludmg chalges for unload- 
mg, warehousing, handling, and transportmg 
of commodltles 

We recommended that AID, m conjunc- 
tlon Mrlth the Department of State and the 

voluntary rehef agencies, undertake negotla- 
tlons with the reclplent country to obtain 
agreement for a refund of such amounts as 
had been improperly pad for ocean trans- 
portation m the past We recommended also 
that AID determme the extent to which such 
port charges were bemg improperly paid m 
other countries and undertake to obtam 
appropnate refunds 

We recommended further that, to 
provide for more effective reviews of tanffs m 
the future, the Federal Mantlme Commission 
requn-e all ocean cmers of U S -financed 
cargo to ltermze and separately state m their 
tmffs the several factors constltutmg all port 
charges and nontransportation charges 
imposed by a foreign government or constlt- 
uent agencies thereof In addition, we recom- 
mended that, to prevent nnproper payments 
m the future, AID estabhsh a requu-ement 
that the U S voluntary rehef agencies arrange 
with steamship compames for presentation of 
blllmg documents which show separately all 
charges that are for the account of the foreign 
governments 

AID did not seek refunds and took no 
actlon until the Subcommittee on Foreign 
Ad Expenditures, Senate Committee on Gov- 
ernment Operations, held hearmgs m March 
1968 to determme what actlon had been 
taken to ensure that payments for ocean 
transportation on foreign-ald commodltles, 
both economc and rmhtary, do not mclude 
port charges We assisted the Subcommlttee m 
the accumulation of data used and testified to 
durmg the hearmgs 

The responsible agencies agreed at the 
hearmgs that, through the use of a statistical- 
average approach, they would cease to finance 
port charges m the major ald-reclplent coun- 
tries The Administration estimated that, 
under the new procedures scheduled to go 
into effect no later than January 1, 1969, an 
annual budgetary and balance-of-payments 
savmgs of about $16 mllhon would be 
achieved (B-146820, May 20, 1965) 
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75 PAYMENT OF CASH IN LIEU 
OF GOVERNMENT TRANSPORTATION 
REQUESTS IN EXCESS - CURRENCY 
COUNTRIES-h Aprrl, 1969 we reported to 
the Congress on the Peace Corps practrce of 
paying U S dollars m heu of furmshmg Gov- 
ernment Transportatron Requests (GTRs), 
payable m U S -owned excess forergn cur- 
rency, to volunteers returning from foreign 
posts upon completron of then tours of duty 

During the 17-month per-rod ended 
November 30, 1968, 492 Peace Corps volun- 
teers returnrng from Indra were paid 
$18 1,759 m cash for return transportatron to 
the United States m heu of bemg furmshed 
with GTRs payable m excess rupees at vntu- 
ally no cost to the U S Government Srmr- 
larly, m Tumsra, durmg fiscal years 1966 and 
1967, 187 Peace Corps volunteers were paid 
about $64,000 m cash for return transporta- 
tion to the Umted States m lieu of being 
furnished GTRs payable m excess dmars 

We concluded that the use of dollar 
payment, rather than excess foreign cur- 
rencies, for transportatron costs of returmng 
volunteers resulted m increased costs Cash 
payments of dollars abroad to returmng vol- 
unteers m heu of transportatron home also 
adversely affects the U S balance of pay- 
ments to the extent the dollars are spent wrth 
foreign orgamzatrons and mdrvrduals 

We recommended to the Director of the 
Peace Corps, m a letter dated July 29, 1968, 
that the pohcy of paymg dollars m heu of 
furnrshmg GTRs payable rn U S-owned 
excess foreign currency be termmated unless 
rt was determined that the contmuatron of 
the practice was essentral to recruitment and 
therefore to the Peace Corps program 

The Director of the Peace Corps was not 
m full agreement wrth our fmdmgs, however, 
he recognrzed that Peace Corps pohcy, with 
respect to return transportatron of volunteers, 
would tend to have an adverse effect on the 
balance-of-payments of the United States 

Subsequent to the issuance of our report 
to the Congress, the Director of the Peace 
Corps undertook a revrew of thrs question and 
concluded that the consrderatrons cited m our 
report were paramount over former Peace 
Corps pohcy and stated that all new volun- 
teer applicants would be advrsed, pnor to 
then enrollment as volunteers, that the cash- 
m-lieu-of-GTR prrvilege would not be avarl- 
able if, at the time of the termmatron of then 
Peace Corps servrce, they were statroned m a 
country whrch had been designated by the 
Treasury Department as an excess-currency or 
near-excess-currency country (B-145883, 
Apnl23,1969) 

76 GREATER UTILIZATION OF 
US-FLAG VESSELS TO IMPROVE THE 
U S BALANCE-OF-PAYMENTS POSITION 
(al-In Apnl 1969, we advrsed the Admmrs- 
trator, Agency for International Development 
(AID), that we had identified an area where 
we beheved AID could help to unprove the 
U S balance-of-payments positron wrthout 
mcurrmg additional costs or adversely affect- 
mg the obJectives of one of rts programs 

We had revrewed selected overseas shrp- 
ments of donated agrrcultural commodrtres 
and other supplies exported by voluntary 
relief agencies to Paraguay AID finances the 
ocean transportatron costs of these shrpments 

Our review showed that about $200,000 
a year had been paid to foreign-flag tamers 
for these shrpments Voluntary rehef agencies 
have followed a pohcy of usmg foreign-flag 
carrrers exclusrvely because (a) U S -flag ves- 
sels did not offer drrect service and were 
requrred to transshrp the cargo and (b) U S - 
flag vessels would not accept financial respon- 
srbrhty beyond the point of transshipment 

Our review showed, however, that the 
foreign-flag carrrer was also transshrppmg the 
commodrtres on most shrpments We drs- 
cussed the financial responsrbrhty aspect wrth 
representatives of the two U S lines sarhng 
from North Atlantic and Gulf ports These 
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representatives agreed that, m the past, they 
had accepted finanaal responabtity only to 
the pomt of transshipment The U S lmes, 
however, have since changed theu position 
and have advlsed us that they ~11 now accept 
financial responslblllty to the final 
destination 

We beheve that, for the most part, the 
voluntary rehef agencies had complied with 
the AID pohcy of using U S -flag vessels In 
our opmlon, however, cargoes were being 
shipped to Paraguay on foreign-flag vessels 
when U S -flag vessels could have been used 
under then-current condltlons 

We suggested (a) that AID take the 
actions necessary to change the certlficatlon 
required of the voluntary rehef agencies so 
that future requests for reimbursement of 
transportation costs can be supported by 
certlficat.lons that U S -flag vessels were not 
available, without reference to shipment on a 
Qrect basis, and (b) that AID notify the vol- 
untary relief agencies of the change m the 
U S lmes’ posltlon with regard to fmanclal 
responslbtity and that AID consider these 
vessels as bemg avdable when future requests 
for rennbursement of transportation costs are 
made 

AID Qd not agree wth our first sugges- 
tion because It beheved that the use of U S - 
flag vessels whenever they were avdable via a 
transslnpment route, as agamst a foreign-flag 
direct route, would distort normal shppmg 
patterns and would greatly increase the nsk of 
loss and damage to cargo and would result m 
unjustified tigher transportation costs AID 
&d agree with our second suggestlon and has 
advised the voluntary rehef agencies that 
rembursement wdl no longer be made for 
freight on non-U S -flag vessels to Paraguay 
(B-163536, Apti 22, 1969) 

77 GREATER UTILIZATION OF 
US-FLAG VESSELS TO IMPROVE US 
BALANCE-OF -PAYMENTS POSITION 
1 b 1 -In June 1969 we reported to the 
Department of Agrtculture (USDA) the re- 

sults of a review of selected shipments of am- 
cultural commodltles exported under title I of 
the Amcultural Trade Development and 
Assistance Act of 1954 (Pubhc Law 480) The 
purpose of the review was to determme 
whether opportumtles existed to increase the 
use of U S -flag vessels for the slzlpment of 
these commodltles Our review was lmuted to 
shpments which moved on liner terms at con- 
felence rates and was directed toward examm- 
mg mto the circumstances surrounding the 
use of other than U S -flag vessels “Liner 
terms” means that all loadmg and unloadmg 
charges are mcluded m the tariff rates paid 
“Conference rates” are fixed ocean freight 
tariffs estabhshed by an mternatlonal confer- 
ence of steamship companies 

We identified an area where we felt that 
USDA could help to improve the U S 
balance-of-payments posltlon \;vlthout mcur- 
rmg additional costs and without adversely 
affecting the ObJectives of the title I program 

Simply stated, we believe that USDA 
could increase the use of U S -flag vessels for 
cargoes which move at conference rates Our 
report showed that ocean transportation costs 
amountmg to over $416,000 had been pad to 
foreign tamers when U S -flag vessels were 
available These sbpments were made under 
sales agreements signed durmg fiscal year 
1968 and the first 6 months of fiscal year 
1969 

The law requires that at least 50 percent 
of the gross tonnage be transported on pn- 
vately owned U $ -flag vessels, to the extent 
that such vessels are available Although the 
quantity stipped on U S -flag vessels exceeded 
the mmmmm 50 percent leqmrement, we 
beheve that USDA could shp a greater per- 
centage on U S -flag vessels and, by so doing, 
improve the U S balance-of-payments 
position 

We concluded that USDA procedures did 
not properly consider our balance-of-pay- 
ments position because USDA personnel 
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made no special effort to maxnmze the per- 
centage which could be stipped on U S -flag 
vessels 

We mformed USDA that we believed 
that, when the ocean freight costs are the 
same, U S -flag vessels should be used m pref- 
erence to foreign-flag vessels and that U S - 
flag vessels should be used to the maximum 
extent possible We suggest also that, durmg 
negotiations for future shpments of these 
commodities, conslderatlon be gven to m- 
cludmg, m the sales agreements, provisos gvmg 
preference to U S -flag vessels over those of 
other countries (B-163536, June 30, 1969) 

UTILIZATION OF US 0 WNED OR 
CONTROLLED CURRENCIES 

78 ADMINISTRATION OF INTER- 
EST EARNED ON FOREIGN CURRENCY- 
In April 1969, we reported to the Secretary 
of Defense that U S -owned local currency 
funds generated from the sale of amcultural 
commodltles m the Republic of the Ptihp- 
pmes and allocated for common defense pur- 
poses had been wrthdrawn from a U S 
Treasury account far m advance of actual dls- 
bursement needs and invested m mterest- 
bearmg time deposits and short-term promls- 
sory notes by the Joint U S Mlhtary Advisory 
Group (JUSMAG) 

The Interest earned on these Investments 
was used to finance Pluhppme construction 
projects, m accordance with proJect agree- 
ments Our review of apphcable laws showed, 
however, that the interest should not have 
been used for constructlon programs but, 
rather, should have been deposited m the U S 
Treasury as nuscellaneous receipts Therefore 
we beheve that JUSMAG was without legal 
authonty to include m the project agreement 
(or at least to agree to) a provlslon for the use 
of interest by the Ptippme Government 

We proposed that all mterest earned on 
time deposits and paid or credited subsequent 
to June 30, 1968, no longer be avdable to 

finance construction proJects We further pro- 
posed that, as outstandmg time deposits 
mature, prmclpal not required for current 
expenditures be returned, along wth the 
mterest, to the Treasury 

We have been advlsed that, as a result of 
our review, JUSMAG has dlscontmued the 
practice of purchasmg pronussory notes, that, 
m he with our proposal, JUSMAG has 
deposlted the equivalent of $100,600, repre- 
senting interest paid from July 1, 1968, 
through Aped 30, 1969, mth the Treasury, 
and that, as remammg time deposits mature, 
JUSMAG ~111 deposit addltlonal interest of 
about $111,300 In addltlon, the eqmvalent 
of about $255,700 representing prmclpal 
currently not needed has been deposited with 
the Treasury, to be held until needed by 
JUSMAG 

In view of the practices described above, 
we recommended that a review be made of 
arrangements with other countries to ascer- 
tam whether the arrangements penmt the 
premature wlthdrawal of funds and pernut or 
requn-e, without legal authonty, the use of 
any interest earned on these funds to augment 
or supplement approved programs We rec- 
ommended also that Department of Defense 
offlclals review the adequacy of financial con- 
trols over U S -owned foreign currency mam- 
tamed outside the accounts of the Treasury, 
as well as the necessity for and legahty of 
such arrangements (B-146820, Aplll 24, 
1969) 

79 MANAGEMENT OF FOREIGN 
CUR R E NCY -In June, 1969, we reported to 
the Secretary of Amculture on our review of 
the financial management procedures of the 
Department of Agriculture relatmg to the 
collection of foreign currency proceeds from 
sales of agricultural commodltles under title I 
of Pubhc Law 480 

Our review showed that certam countries 
had been late m making required foreign 
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currency deposits and that about 41 percent 
(or $36 rmlhon worth of fore%n currency) of 
the amount due the Umted States had been 
received more than 30 days late 

Inasmuch as these foreign currencies are 
deposited by the US Government m 
interest-bearmg accounts, the dehnquent 
deposits have probably resulted m a loss of 
interest mcome to the U S Government In at 
least two countries, ttis loss of mterest 
mcome can result m mcreased dollar outflow 

We made several suggestions whch, we 
beheve, will expedite the collection of these 
foreign currencies We also suggested that 
future tltlk I foreign currency sales agree- 
ments provide for payment of a penalty to 
the Umted States when deposits are not made 
wlthln a reasonable period of time 
(B-146820, June 26, 1969) 

80 USE OF EXCESS FOREIGN 
CURRENCY BY PROJECT HOPE-h Febru- 
ary, 1968, the Agency for International 
Development (AID) made a $1 5 mllhon for- 
eign assistance dollar grant to Project Hope to 
finance the operatmg costs of the veTse1 SS 
HOPE for carrymg out a melcal trammg and 
teaching program m Ceylon Project Hope 
attempted to buy its local currency needs 
from the U S Government but was advised 
that no local currency was available for sale 
even though Ceylon was an excess-currency 
country, that IS, the U.S Government had 
available for its use, amounts of Ceylon cur- 
rency substantmlly m excess of its normal, 
expected requirements for approximately 2 
years 

We advised officials of the Treasury 
Department and AID of thus situation m April 
1968 and suggested that, since Ceylon was an 
excess-currency country it would reduce 
budgetary expenditures and benefit the U S 
balance of payments if a means could be 
found to make U S -owned excess Ceylon 
rupees available for sale to Project Hope 

As a result of our suggestlon, AID 
drected the U S Mtislon m Ceylon to make 
U S -owned rupees available from the accom- 
modatlon account for sale to ProJect Hope 
Durmg fiscal year 1969 the SS HOPE pur- 
chased approxnnately $243,000 worth of 
excess rupees from the U S Government 
because of this actlon (Letter to Secretary of 
Treasury and to Admmlstrator, AID, Apti 3, 
1968) 

81 USE OF FOREIGN CUR- 
RENCIES IN LIEU OF US DOLLARS-In 
December 1968, we reported to the Depart- 
ment of State that we had observed instances 
where we beheved that U S-owned excess 
Yugoslavian dmars could have been used to 
pay costs bemg pad m dollars 

Dollar payments m heu of dmar pay- 
ments were bemg made to certam annultants 
resldmg m Yugoslavia even though we could 
find no Justification m the files for grantmg 
such payments m some cases wtile m other 
cases the amount of dollars needed or the 
period of time the dollars were required was 
not shown Further, we found that there were 
no follow-up procedures m effect with regard 
to payments granted on a permanent basis 
Tlus appeared to be Important, since many of 
the payments granted on a permanent basis 
wele granted for travel purposes 

In July 1965, Social Secmty, Veterans 
Admmlstratlon, Ra.&oad Retirement, and 
other pension and dlsablllty payments made 
to anmutants residing m Yugoslavia were 
changed from dollars to U S -owned excess 
dmars As of September 1967, these pay- 
ments amounted to the eqmvalent of approxl- 
mately $407,000 a month, however, about 
$18,700 worth of pensIon payments were 
bemg made m dollars each month, mostly on 
a permanent basis, for various reasons In OUT 
opmlon, these dollar payments were largely 
unnecessary 

The records showed that, as of Novem- 
ber 1967, 163 annultants residing m Yugo- 
slavla were recelvmg dollar payments on a 
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permanent basis directly from the United 
States In addrtron, a few reaprents were 
converting then dmar checks to dollars at the 
Embassy m Belgrade Also, there were a small 
number of annmtants recervmg dollar pay- 
ments on a temporary basis Informatron 
provrded to us mdrcated that the amount of 
dollar payments being made drrectly from the 
United States was mcreasmg 

We recommended that the Department 
amphfy exrstmg mstructions pertammg to 
approvmg requests for dollar payments to 
annmty recrprents residing m Yugoslavra to 
provide gurdehnes as to the crrcumstances 
under whrch requests for dollar payments 
may be approved, particularly m the case of 
U S crtrzens In addition, we recommended 
that the Department direct the Embassy to 
undertake a review of all then-current cases of 
dollar payments to annmtants wrth the view 
to termmatmg those which were not Justified 
We pomted out that, although our revrew was 
hmrted to Yugoslavra, the Department might. 
wash to consider amphfymg its mstructlons to 
its Embassies m other excess-currency coun- 
trres 

On February 4, 1969, the Department 
informed us that rt was amphfymg exrstmg 
mstructrons to provide guidelInes as to crr- 
cumstances under which dollar payments m 
heu of local currency payments may be 
approved and to emphasize the necessity for 
lmmedrate and penodrc reviews of the need 
for contmumg dollar payments The mstruc- 
trons will be furnished to the Amencan 
Embassies m all countries m which rt IS the 
pohcy to pay resident U S Government 
annuitants m excess, or near excess, currency 
(Report to Deputy Under Secretary of State 
for Admmrstratron, December 9, 1968) 

82. ACCOMMODATION EXCHANGE 
TRANSACTIONS IN EXCESS-CURRENCY 
COUNTRIES-h October 1968, we reported 
to the Department of State on our revrew of 
selected pohcres and practrces regardmg ac- 

commodatron exchange transactrons m srx 
excess-currency countries India, Israel, Pakr- 
Stan, Tunrsra, Umted Arab Republic, and 
Yugoslavia Balances of local currency avarl- 
able for U S uses m these countries substan- 
tially exceeded the normal operating requrre- 
ments of the U S Government for 
approxnnately 2 years, as determmed by the 
US Treasury Department 

Our revrew showed that the Department 
of State permitted non-Amencan U S Gov- 
ernment employees m excess-currency coun- 
tnes to receive salary payments and certam 
other entitlements m the currency of coun- 
tnes to which they were travelmg or rmmr- 
gratmg When the travel was to countries m 
which the United States did not hold excess 
currency, an expenditure of dollars was re- 
qurred to purchase those currencres Thrs 
contributed to the current US deficit 
balance-of-payments posrtron and constituted 
an additional budgetary cost 

We rdentrfred about $70,000 m such 
payments on an annual basis m the SIX coun- 
tnes covered m our review 

We recommended to the Department of 
State that rt issue mstructrons prohrbrtmg thus 
practice in excess-currency countries 

In January 1969, the Department 
informed us that rt had revised Its regulations 
to provide for and hnnt the condrtrons under 
which payment to non-Amencans would be 
made m other than local currency Exceptions 
antrcrpated are few and are based on condr- 
trons of employment as required by local 
custom and the prevaihng srtuatron m the 
country (B-146749, October 2, 1968) 

INTERNATIONAL ACTIVITIES- 
GENERAL 

83 DIFFICULTIES IN ARRANG- 
ING AIR SUPPORT SERVICES FOR U S 
CONTRACTORS IN VIETNAM-h Novem- 
ber 1968, we reported to the Congress that 
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the Government of Vietnam (GVN) had de- 
nied certain US contractors working on mrh- 
tary programs in Vietnam permrssion to op- 
erate, or obtain through subcontract with a 
U S carrier, airlift services requn-ed to fulfill 
their assignments 

The GVN cited the Agreement of the 
1944 Conventron of International Crvrl Avra- 
tron to support Its refusal The U S Govern- 
ment and GVN are srgners of the agreement 
whrch provrdes that each contractmg country 
have the nght to refuse permrssron for the 
aircraft of another contracting country to 
take on, m rts temtory, passengers, marl, and 
cargo carrred for remuneration or hue and 
destined for another pomt w&m its terrrtory 
The agreement provrdes further that rt 1s 
apphcable only to crvrl an-craft and 1s not 
apphcable to “state” an-craft and that an-craft 
used m rmhtary, customs, and pohce services 
are considered to be state aircraft 

As a result, one contractor obtamed arr- 
hft services from a Jomt venture of a U S an 
carrier and a Vietnamese arr tamer A 
15percent premmm, based on gross revenues 
and amountmg to $1 2 mrlhon, was paid to 
the Vietnamese carrier prrmarrly for 
clearances for the U S carrrer to operate m 
thrs capacity m Vietnam 

Another U S contractor, after usmg the 
services of the Vietnamese air cmer, tned to 
establish rts own arrhft capabrhty by pur- 
chasing two ancraft Only after a delay of 1 
year and at an estimated additional cost of 
$282,000 was the contractor able to operate 
m Vietnam 

Because of the cost-reimbursable fea- 
tures of the contracts, these addltlonal costs 

are ultunately borne by the U S Government 
We concluded that the additional expense and 
the unnecessary comphcatron of the con- 
tractors’ operatronal problems had resulted 
from the lack of an overall working agreement 
between the two Governments We concluded 
also that rt was mappropnate for contractors 
to have to pay premmms for permrssron to fly 
contract arrcraft into, wrthm, or out of Viet- 
nam when operatmg m support of U S mm- 
tar-y programs 

We recommended that the U S Govern- 
ment continue rts efforts to obtam an agree- 
ment or a workmg arrangement with GVN to 
pernnt the operation of contract commercral 
arrcraft on an exclusrve-use basrs for logrstrc 
an support of U S Government programs m 
Vietnam We had proposed that, should these 
efforts fall to produce satrsfactory results, the 
Secretary of Defense determine whether the 
contractors’ an support requirements could 
be satrsfactorrly filled by alternative means 

The Departments of Defense and State 
agreed, m general, with our findmgs and pro- 
posals Department of Defense ofticrals 
advlsed us that a revrew had been made and 
that they had concluded that arrhft support 
should continue to be provided by commer- 
cral support and that military arrhft would be 
utrhzed whenever feasible We were advrsed 
that the U S Embassy m Saigon and the U S 
Mrhtary Assistance Command, Vietnam, were 
contmumg then efforts to negotiate a satrs- 
factory working agreement We were 
mformed that the 15percent premmms had 
been ehmmated m July 1968 and that an 
interun arrangement had been m effect from 
that tnne, pendmg formulatron of a final 
agreement (B-l 5945 1, November 14, 1968) 
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CONTRACT ADMINISTRATION 

84 ADMINtSTRATION OF PRICE 
ESCALATION CLAUSES-The Army 
awarded a fixed-price contract for ammum- 
tlon Items, which provided for an upward or 
downward adJustment of price if the contrac- 
tor experienced an mcrease or decrease m the 
prices pad its suppliers of brass ammumtlon 
cups, a component of the ammumtlon items 
The contract provided further that the con- 
tractor (a) notify the contractmg officer of 
any changes m the prices of the brass cups, 
(b) subrmt a proposal for an equitable adjust- 
ment of the contract price by reason of such 
changes, and (c) certify, on the final mvolce 
subrmtted under the contract, that either It 
had not experienced a decrease m the cost of 
the brass cups or, if It had, It had gwen notice 
of all decreases 

We found that the Chnzago Regon of the 
Defense Contract Admmlstration Services (a 
Component of the Defense Supply Agency), 
which was responsible for admmlstratlon of 
the contract, had not estabhshed controls to 
ensure that contractors comphed mth their 
reportmg and certlfymg responslbtitles under 
price escalation clauses Consequently it was 
not aware that the contractor had expen- 
enced price decreases on purchases of brass 
cups and should have proposed a downward 
adjustment of the contract price to the Army 
We estimated that the downward adjustment 
of the contract price should have been about 
$248,000 

We discussed our fmdmgs urlth the Army 
and the contractor, and they took steps to 
negotiate an adjustment We dlscussed our 
findmgs also with officials of the CIucago 
ReDon of the Defense Contract Adnumstra- 
tlon Services, and they estabhshed procedural 
controls for survedlance of price escalation 
clauses 

PROCUREMENT 

In response to our report on these fmd- 
mgs, issued to the Secretary of Defense m 
October 1968, the Army stated that the con- 
tractor had informally agreed to make settle- 
ment m the amount of $215,975 (B-156806, 
October 2, 1968) 

85 LEASING RATHER THAN 
PURCHASING LAND AND BUILDINGS BY 
CONTRACTORS-We found that the leasmg 
by contractors of land and bulldmgs to be 
used almost exclusively m the performance of 
Government contracts had resulted m greater 
costs to the Government than would have 
been the case if the facfiltles had been pur- 
chased by the contractors Had the faahtles 
been purchased, acqulsltlon costs recoverable 
by the contractors would have been hrmted to 
the amount of depreciation 

We reviewed this matter as it related to 
the land and bulldmgs at 20 locations of 17 
major contractors Our report on the review 
was issued to the Congress m October 1968 
We estimated that the additional costs to the 
Government could have amounted to about 
$55 8 rmlhon by the end of the mltlal penods 
of the leases at the locations we renewed 
They could amount to as much as $99 3 rml- 
hon if all renewal options of the leases are 
exercised 

The decision to lease or purchase rested 
unth the contractor However, because con- 
tractors stood to gam by leasing or, m some 
cases, at least avoid the nsk attendant on 
ownership, contractors may have been swayed 
toward a course of action more costly to the 
Government smce equal treatment was ac- 
corded costs associated mth either course of 
action m negotiatmg profits and fees 

The weighted guldehnes of the Armed 
Services Procurement Regulation for the 
negotiation of contractors’ profits or fees did 
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not make appropnate dlstmctlon between 
owned and leased facllltles and therefore did 
not offer any motlvatlon to contractors to 
select the method of acqulsltlon most eco- 
normcal to the Government We suggested to 
the Department of Defense that, m negotl- 
atmg profits and fees, conslderatlon be gven 
to the methods used by the contractor m 
acqun-mg real property for use under Govern- 
ment contracts 

In January 1969 the Department advised 
us that it was consldermg new guldehnes for 
negotlatrng profits and fees that would take 
mto account the contractor’s mvestment m 
facdltles More recently, however, the Depart- 
ment advised us that further conslderatlon of 
ths matter had been deferred for about a 
year (B-156818, October 23, 1968 ) 

86 CORPORATE EXPENSES 
CHARGED TO CONTRACTS-At the request 
of the Chanman, House Commlttee on Ap- 
propnatlons, we reviewed the pohcles of the 
Department of Defense (DOD), the Atonuc 
Energy Commlsslon (AEC), and the National 
Aeronautics and Space Admmlstratlon 
(NASA) for allowmg corporate general and 
adnumstratlve expenses to be charged to cer- 
tam Government contracts at Government- 
owned, contractor-operated plants Our re- 
port on the review was issued to the Congress 
m November 1968 

On the basis of our review at 17 such 
plants, we found differences among 
Government agencies m the= policies 
govermng the payment of corporate expenses 
under Government contracts DOD and NASA 
generally pad such expenses mcurred m the 
performance of the contract or m the normal 
conduct of a contractor’s busmess as a whole 
AEC generally pad such expenses when 
mcurred m the performance of the contract 
but not when incurred m the normal conduct 
of a contractor’s busmess as a whole 

As a result, the costs to the various agen- 

cies of the Government for essentially the 
same type of work, performed m the same 
plant, differed by substantial amounts 

DOD, AEC, and NASA agreed m general 
v&h our findings and conclusions 

We made no recommendations pending 
completion of a pertinent study we are con- 
ducting The study, directed by Pubhc Law 
90-370 to be completed by December 3 1, 
1969, myolves the feaslblllty of applymg um- 
form cost-accountmg standards to all negotl- 
ated pnme contract and subcontract defense 
procurements of $100,000 or more The 
study encompasses an analysis of differences 
m contract cost prmclples established by Gov- 
ernment agencies for allowmg corporate gen- 
eral and adnumstratlve expenses (B-l 24125, 
November 14,1968) 

87 NONCOMPETITIVE CON- 
TRACT AWARD-Pursuant to a request from 
a congressional committee, we reviewed the 
procurement procedures employed by the 
National Institutes of Health (NIH), Depart- 
ment of Health, Education, and Welfare 
(HEW), m awarding a contract on a noncom- 
petitive basis to an educational mstltutlon, 
even though seven commercial firms had 
responded to a pubhshed announcement 
requestmg quahfied sources to submit evl- 
dence of their competence and rehablhty for 
performmg the required work 

In our report to the chalrman of the 
committee, we pointed out that, although we 
had found no legal basis for questioning the 
vah&ty of the contract, the handling of the 
procurement transaction by NIH had been 
deficient because (a) adequate conslderatlon 
had not been gven to the resumes submitted 
by the seven prospective contractors which 
responded to the pubhshed sohcltatlon for 
quahflcatlons and (b) responsible officials m 
the sponsormg NIH institute and m the 
research contracts section had not adequately 
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coordinated their actlons leadmg to the con- 
tract award 

We suggested that the Director, NIH, 
improve the surveillance exercised over the 
contracting practices of the mstltutes and 
dlvlslons at NIH and the coordmatlon among 
responsible offlclals We suggested also that 
penodlc reviews of the contracting actlvltles 
of NIH be conducted by the reponslble audit 
group to ensure that such actlvltles are carned 
out effectively and econonucally and m 
accordance with Federal laws and regulations 
and prescribed pohcles and procedures 
govemmg the award of contracts 

The chairman released our report m July 
1968 and requested the Secretary of HEW to 
comment on the report dnd inform tirn of the 
steps that would be taken to remedy the 
problems discussed therem In tis reply of 
October 1968, the Secretary stated that (a) 
HEW would mltlate a review of Its procure- 
ment pohcles, practices, and procedures to 
develop methods for preventmg the lecur- 
rence of actions snnllar to those found by us, 
(b) NIH had held a senes of trammg sessions 
on the negotiation and admmlstratlon of 
research contracts, and (c) NIH contracting 
actlvltles would be included as part of the 
HEW Audit Agency’s regularly scheduled 
au&t activity (B-163367, March 22, 1968) 

88 ADMINISTRATION OF COM- 
PUTER PROGRAMMING CONTRACTS-h 
June 1969 we reported to the Ma&me Ad- 
mmlstrator that Mantune Admlmstratlon 
entered mto two contracts m 1966 with an 
outside programming firm for the preparation 
of computer programs to process certam 
cargo statlstlcs gathered by the Dlvwon of 
Trade Studies, Office of Government Ad 
The contracts were initially scheduled for 
completion wlthm 6-l/2 months of the con- 
tract dates At the time of our review, how- 
ever, the computer programs were not com- 
plete, although the contractor had been 
working on them for over 29 months 

As a result of the delay m provldmg 
workable computer programs, unprocessed 
source data had been accumulating over the 
29-month period m the Dlvmon of Trade 
Studies, reports which, accordmg to Mantlme 
officials, were needed m connectlon with cer- 
tam Marltime actlvltles were not available, 
and the computer system was not being fully 
utilized for the trade statlstlcs program used 
as the Justification for its acqmsltlon 

We believe that Mantime’s admmlstra- 
tlon of these contracts was ineffective because 
of 

-a lack of written documentation to sup- 
port oral $greements between the con- 
tractor and the Offlce of Data Systems 
to modify contract requirements, 

-the absence of contract provrslons re- 
qulrmg the submlsslon of periodic sta- 
tus reports, 

-the practice of the Office of Data Sys- 
tems of approvmg progress payments 
with no assurance that work had been 
performed, 

-Inadequate documentation to support 
extensrons of time for completion of 
the contracts and Increase In contract 
costs, and 

Inadequate monltorlng of actlvltles of 
the contractor during the contract 
period 

We recommended that Mantlme, to re- 
ceive maxnnum benefits from Its automatic 
data processmg equipment and to Improve 
the admmlstratlon of contracts, (a) reqwre 
the operatmg unit responsible for admlmstra- 
tion of contractors’ activities to momtor con- 
tractors’ work at all times and, when apph- 
cable, ascertam the reasons for contractors’ 
failure to meet completion dates, (b) include 
m future contracts of tis type a requnement 
for subnusslon of progress reports on a regu- 
larly scheduled basis, (c) require that all agree- 
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ments and proceedmgs at meetings concermng 
changes m the scope of the contract work be 
documented and mcluded m the permanent 
contract files, and (d) reqmre contractors to 
submit adequate Justlflcatlon for any requests 
to extend or amend a contract (Report to 
Ma&me Admmlstrator, Department of Com- 
merce, June 24, 1969) 

Note For addztzonal ztems related to “Con- 
tract Admmzs tratzon, ” see set bon on 
“Economzc Opportumty programs, ” 
stems 7 and 8 

CONTRACTING POLICIES 
AND PRACTICES 

89 EVALUATION OF COMPETI- 
TIVE PROPOSALS-We reviewed the proce- 
dures of the &r Force for evaluating competl- 
tlve proposals m the award of negotiated 
contracts for the operation and mamtenance 
of the Balhstlc MlsSlle Early Warning System 
(BMEWS), the Distant Early Warning Lme 
(DEW Line), and the White Alice Commumca- 
tion System Our report on the review was 
Issued to the Congress m Aplll 1969 

At the time of award of contracts for the 
operation and mamtenance of the three sys- 
tems, the Department of Defense (DOD) was 
prohibited by law from awardmg such con- 
tracts for more than l-year penods A yearly 
award to a different contractor, selected 
through competltlve negotlatlon, mvolves 
change-over costs (hn-mg and trammg of new 
personnel and obtammg reqmred security 
clearances) each year To reduce such costs, 
the hr Force was retammg competltlvely 
selected contractors for 3-year periods The 
competitive selectlon of contractors was based 
on the price proposals for only the first year 
of the 3-year penod-m hne with DOD pohcy 
that contractors’ proposals for subsequent 
years not be consldered m awarding contracts 
for the first year 

tis method gave the incumbent con- 

tractors a significant advantage over competl- 
tors For example, had the lQlr Force been 
pernutted to consider each offeror’s first-year 
proposal combmed with optlon prices pro- 
posed for the second and third years, it would 
have been found that the proposal of a com- 
petitor for the BMEWS contract, rather than 
that of the mcumbent contractor, was the 
more favorable About $8 8 m&on might 
have been saved by award of the contract to 
the competitor 

We suggested that, where there was rea- 
sonable certamty that (a) the optlons for the 
second and third years til be exercised and 
(b) failure to consider the option prices for 
the second and thud years would result m 
substantially increased costs, DOD explore 
the means to amend, or deviate from, Its 
pohcy DOD advised us that revlslons to Its 
pohcy were being considered 

On July 5, 1968, the President signed 
le@slatlon (Pubhc Law 90-378) that author- 
ized certam contracts for services and mcl- 
dental supphes to extend beyond 1 year 
(multiyear contracts) The legislation IS apph- 
cable to contracts awarded for services or 
madental supphes outside the Umted States 
that are funded by l-year appropriations and 
therefore IS apphcable to the operation and 
mamtenance contracts of the type discussed 
m our report Tlus legslatlon should help 
alleviate some of the problems m the negotla- 
tlon and award of such contracts (B-162839, 
Aprd 25,1969) 

90 PROCUREMENT OF JEWEL 
B E A R IN G S-The Wllham Langer Jewel Bear- 
mg Plant, Rolla, North Dakota, was estab- 
hshed by the Government m 1952 as a 
Government-owned, contractor-operated 
domestlc source of Jewel bearmgs used m 
defense items to ehmmate dependency upon 
foreign sources of supply which could be cut 
off m the event of war The Langer plant was 
a mandatory source for Jewel bearmgs con- 
tamed m Items purchased by the Government 
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and for Jewel bearmgs purchased for the 
national stockpile Because available mforma- 
tlon mdlcated that the plant was not bemg 
fully used, we made a survey of the pulchas- 
mg and stockpllmg of Jewel bearmgs mth the 
obJe&ve of exammmg mto comphance with 
the mandatory-source requirements and the 
adequacy of the exlstmg stockpile to meet Its 
objectives Our report on the survey was 
issued to the Congress m Aplll 1969 

We found that there was a need for 

-Better enforcement of the mandatory 
requirement for the purchase and use of 
the bearmgs produced In the plant 

-Greater compltance wrth the require, 
ment for the use of mllltary-standard- 
size bearings 

-Review of the adequacy of the jewel 
bearmg stockpile 

We proposed 

-That the mandatory-source requirement 
Included In contracts for purchases over 
$2,500 be entended to purchases under 
$2,500 when the item being purchased 
was a Jewel bearing or a mounted jewel 
bearing 

-That Instructions be issued explammg 
the bases for grantmg waivers of the 
mandatory-source requirement 

-That current ytlrtary standards for 
jewel bearings be studied and updated 
where appropriate and that the Armed 
Services Procurement Regulation 
(ASPR) be revised to point out the need 
to use military-standard bearings 

-That the jewel bearings in the stockplle 
be analyzed to determrne whether they 
were applicable to military end Items 
currently In use and could be used In 
the event of moblllzatlon 

The agencies involved expressed agree- 
ment with certam of our proposals The 

Department of Defense, however, did not 
agree mth our proposal that ASPR be revised 
to point out the need to use rmhtary-standard 
bearmgs We recommended that the Depart- 
ment reconsider its posltlon on this matter 
(B-159463, April 17, 1969) 

91 PROCUREMENT OF TFCHNI- 
CAL MANUALS-We made a review of the 
Army’s procurement of techmcal manuals 
used by mamtenance personnel m overhauling 
unmstalled alrcraft engmes A report on this 
review was issued to the Secretary of the 
Army m October 1968 The Army followed 
the practice of procurmg these manuals from 
the engme contractors m manuscript form 
and furmshmg the manuscripts to m-frame 
contractors for mcluslon m the overall aircraft 
mamtenance manual 

We found that the processmg of the en- 
&me mamtenance manuscripts by the airframe 
contractors had not resulted m any substan- 
tive changes m the supplied techmcal data We 
beheved that the Army could improve the 
dehvery time of the engme mamtenance m- 
structions to rts using actlvltles and also could 
effect cost reductions of about $100,000 
annually by havmg engme manufacturers pre- 
pare theu manuscripts m reproducible form 
Such action would avoid the need for process- 
mg of the material by the anframe contrac- 
tors It would also conform wrth the practices 
followed by the h Force and the Navy 
which procure snmlar data from their engme 
contractors 

Followmg our dlscusslon of these fmd- 
mgs mth officials of the Army, they agreed to 
adopt procedures slrmlar to those followed by 
the Au Force and the Navy (B-161671, 
October 3, 1968) 

92 PAYMENT FOR SERVICESON 
LUMP-SUM OR ANNUAL INSTALLMENT 
BASIS- In January 1969, we stated m a 
report to the Secretary of the Intenor that 
our review of a contract executed m June 
1965 mth a private power company for the 
transrmsslon of Federal power dsclosed that 
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the Government would incur addltlonal costs 
of about $525,000 Thus adltlonal cost 
would be mcurred because the Bureau of 
Reclamation elected to make a $2 6 mllhon 
lump-sum payment to the company for the 
use of the company’s transrmsslon faclhtles 
for 50 years when it would have been more 
econormcal to have made 50 annual payments 
of $100,000 The company had gwen the 
Bureau the opmlon of usmg either method 

The Bureau elected to make a lump-sum 
payment based upon a comparative cost 
analysis of the two alternatives, usmg 
present-value techmques by applying interest 
rates prescribed m Senate Document 9’7, 
Eighty-seventh Congress, second session 
Senate Document 97 estabhshed the proce- 
dures to be used m dlscountmg future bene- 
fits and costs m determlmng the feaslblhty of 
water resources projects The discount-rate 
determmatlon, as prescribed m Senate Docu- 
ment 97, required the use of the average rate 
of interest payable on Treasury obhgatlons 
which, upon ongmal Issue, had terms of 
matuflty of 15 years or more 

Although the Bureau 1s requued to 
follow the mterest-rate cntena set forth 
m Senate Document 97 for determmmg the 
feaslblllty of a water resources project, such 
a reqmrement does not exist for decldmg 
whether It would be m the Government’s 
mteiest to contract for a service on a lump- 
sum-payment basis or by makmg penodlc 
payments over a specified number of years 
Because the average-yield interest rate wluch 
1s the average yield of long-term Treasury 
bonds neither due nor callable before a 
gwen number of years, m om opmlon, more 
accurately reflects the real mterest cost 
to the Government, we beheve that rate 
should have been used m consldermg the 
two methods of contractmg for faclhtles 
and services TLs rate, based on current 
market prices, appears m the monthly 
Treasury bulletm Had the Bureau used the 
average-yield rate, the present worth of the 
annual payments would have been about 

$525,000 less than the $2 6 mllhon lump-sum 
payment We beheve that an analysis on this 
basis would have caused Bureau officials to 
select the annual-payments option offered by 
the private power company 

We recommended that the Department 
Issue mstructions requn-mg that any future 
evaluation involving an option of makmg a 
lump-sum or long-term payment mclude the 
use of a Qscount rate wlzlch more accurately 
reflects the mterest cost to the Government 
We recommended also that the specific types 
of obhgatlons to be used m estabhshmg an 
appropnate drscount rate be obtamed from 
the Secretary of the Treasury (B-135805, 
January 3 1, 1969) 

93 DISCOUNTS GRANTED GEN- 
ERATING AND TRANSMISSION COOPER- 
ATIVES-h our August 1968 report to the 
Congress, we reported that the Department of 
the Intenor had stated that the rate structure 
of the Eastern Dlvlslon of the Mlssoun T(lver 
Basm Project, for the sale oi electrical power 
by the Bureau of Reclamation had not been 
set up to cover (a) the cost of constructmg 
Government-owned trjmsmlsslon facllltles or 
(b) the cost of usmg the lmes of third partles 
(wheehng) for dehvery of power to customers 
located wlthm short distances of a Bureau of 
Reclamation substatlon Nevertheless, the 
Department has followed a pohcy of allowmg 
generating and transrmsslon cooperatives 
(G&Ts) m the market area discounts m heu of 
wheehng of all firm power dehvenes, al- 
though, m certam instances, some dehvenes 
are for G&T members located wlthm short 
distances from a Bureau substatlon 

Bureau customers other than members 
of a G&T located near a Bureau substatlon are 
required to bulld their own transmission 
facllltles or make their own wheeling ar- 
rangements Ths mconslstency m pohcles 
provides certam G&Ts and their members with 
price advantages not available to other Bureau 
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customers located wlthm short &stances from 
a Bureau substation 

We exammed mto the discounts granted 
to two G&Ts and noted that about $300,000 
of the discounts had been granted on power 
dehvenes to member customers whose dlstn- 
butlon systems were m close proxlmlty to the 
Bureau’s substations 

We suggested that the Secretary of the 
Intenor duect the Bureau to reexamme, m 
connection mth future contracts or contract 
amendments with G&Ts, discounts granted m 
heu of wheeling power short dlstslnces We 
suggested also that such lscounts be hmlted 
to those dphvenes which conform to the 
wheeling pohcy on which the power rates 
were established 

The Department did not agree with our 
suggestlons The Department stated, however, 
that it would have no obJection to makmg a 
cost findmg to determme whether the amount 
of discounts allowed the G&Ts was m confor- 
mance with the contract provlslon that, If 
average wheeling costs are less than 1 ml11 a 
kilowatt-hour, the lower cost apply 

We continued to beheve that our sugges- 
tions had ment and therefore aecommended 
that they be adopted We recommended also 
that the Department’s cost findmg study on 
the relatIonstip of wheeling costs to the 
discounts being granted to G&Ts be based on 
the wheehng pohcy on which the rates were 
established and that conslderatlon be given to 
all alternatives, mcludmg estimates of the 
Bureau’s cost of constructmg and operating 
its own transmlsslon lines, to provide direct 
service to members of G&Ts that are ehglble 
for such service at Bureau expense 
(B-125042, August 6, 1968) 

94 RENEWAL OF CONTRACTS 
FOR TRANSPORTATION OF MAIL-In a 
report issued to the Postmaster General m 
August 1968, we pointed out that some star 

route contracts for mterclty tighway trans- 
portation of mall by private tamers that had 
been mltlally awarded for 4-year penods after 
advertlsmg for competltlve bids had been 
renewed by the Post Office Department wth- 
out readvertlsmg and mthout documentmg 
the Justlficatlon for not readvertlsmg Our ex- 
anunatlon into selected contracts m the 
Seattle Postal Regon showed that the service 
costs on many of these contracts had in- 
creased substantially after the award of the 
m1tm.l contracts We found that the costs had 
increased from 25 percent to 600 percent of 
the last advertised contract amount It was 
our opmlon that the Department’s mstruc- 
tlons did not provide the specific guldelmes 
necessary to enable regonal personnel to 
deterrmne when the scope of changes m serv- 
ice warranted readvertlsmg 

The Deputy Postmaster General, m com- 
menting on our report, advised us that the 
Department concurred m our fmdmg and that, 
accordingly, mstructlons had been issued May 
21, 1969, estabhshmg some defmlte gulde- 
hnes by which regonal officials can make de- 
terrmnatlons as to whether star route con- 
tracts should be renewed or readvertlsed 
(B-l 14874, August 2, 1968) 

95 USE OF GOVERNMENT PER- 
SONNEL RATHER THAN CONTRACTOR- 
FURNISHED EMPLOYEES-We found that 
the Federal Aviation Admmlstratlon (FAA), 
by revlsmg its present arrangements fol pen- 
o&cally required maintenance mspectlons on 
certam of its Europe-based ancraft, could real- 
ize a substantial reduction m costs of mamte- 
nance services The mamtenance mspections, 
compnsmg safety, semce, and numbered 
mspectlons (routme mspectlons performed 
every 300 flymg hours), are performed under 
a contract wth a foreign a&ne 

We found that the types of mspectlons 
made by the U S An Force on Its arcraft 
based m Germany were very snmlar to the 
inspections required for FAA an-craft and pro- 
posed that FM consider arrangmg wth the 
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An- Force for the maintenance inspection of 
FAA’s arcraft FAA accepted our proposal 
and contacted the Au Force m Europe The 
Atr Force, however, concluded that the ml- 
tlally estimated savings could not be achieved 
because the estimate of addltlonal manpower 
requned to service FAA an-craft had been 
understated 

FAA therefore initiated a study to ascer- 
tam a more econonucal arrangement for m- 
spectlon of its arcraft, the results of which 
showed that the safety and service mspec- 
tlons, which would otherwIse cost about 
$84,300 under contract, could be performed 
at &r Force mstallatlons by FM personnel 
for about $40,700, a saving of about $43,600 
annually The study showed also that it would 
be more econormcal to have the contractor 
continue makmg the numbered mspectlons 

Accordmgly, we suggested that the FAA 
Admmlstrator approve the proposed plan to 
revise the arrangements for obtammg safety 
and service mspectlons of FAA-owned aircraft 
m Europe The FM Admmlstrator stated 
that, to the extent permlsslble under the Pres- 
ident’s directive of January 18, 1968, which 
requires a reduction of Amencan presence 
overseas, FAA would expand its m-house 
maintenance capabtitles 

We were advised by FAA officials that, 
as of June 1969, FAA had been unable to 
assume the mspectlon functions mainly be- 
cause the Department of State and the Bureau 
of the Budget had dechned to authonze an 
increase m the number of FAA posltlons over- 
seas FAA plans to utlhze Impending posltlon 
reductions m the Pa&c Regon (Tokyo) to 
provide the addrtlonal posltlons needed m 
Europe (B-l 64497(l), September 18, 1968) 

96 USE OF THE FORMAL 
ADVERTISING METHOD OF CON- 
TRACTING-We reported to the Congress in 
January 1969 on savings available through the 
General Services Admmlstratlon’s (GSA’s) use 

of the formal advertising method of con- 
tracting rather than through the contracting 
method known as second-phase negotiation 

Under the second-phase method, GSA 
requests supphers of snmlar items to subrmt 
prices at which they are w&ng to sell then 
products to the Government GSA then 
affords those supphers which have subrmtted 
higher price offers an opportumty to meet the 
lowest price offered The suppliers which 
agree to meet the lowest price are awarded a 
contract and are listed m a GSA Federal 
Supply Schedule as avalable supphers for the 
item Federal agencies then may purchase 
their requirements at the same cost from any 
hsted suppher for that item 

We had previously issued three reports to 
the Congress which showed that the use of 
formal advertising rather than the second- 
phase method of contractmg was practical 
and that the Government could reahze sub- 
stantlal savings through its effective use 
These reports concerned contracts for the 
procurement of light bulbs, automotive tires 
and tubes, and alrcraft tires We therefore 
undertook a review to determme whether 
GSA was usmg the second-phase negotiation 
method to establish contracts for other com- 
modities 

We found that GSA used the 
second-phase method m its contracting for 
three additional groups of commodltles 
-sound-recording and mstrumentatlon tapes, 
heavy-duty electrical battenes, and hthograph- 
IC prmtmg plates Each of these commodl- 
ties IS purchased m amounts of about $4 
rmlhon a year Our review mdlcated that (a) 
formal advertlsmg was practical for many of 
the items m the groups because Federal specl- 
fications had been estabhshed and a sufficient 
number of supphers existed to permit effec- 
tive competltlon for the Government’s 
requirements and (b) GSA could enhance Its 
opportunity to obtain fan and reasonable 
prices for the remammg Items through mde- 
pendent negotiations tvlth m&vldual sup- 
phers 
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We stated our behef that the second- 
phase method did not encourage maximum 
price cornpetitIon because, by affording sup- 
phers the opportunity to match lower offered 
prices, GSA provided no incentive for the sup- 
pliers to mltlally submit the lowest prices at 
which they are wllhng to sell This method 
resulted m addltlonal supphers rather than m 
more favorable offered prices 

We recommended to the Admmlstrator 
of General Services that GSA (a) dlscontmue 
its use of the second-phase method of con- 
tracting, (b) take the necessary steps to use 
formal advertising m estabhshmg Schedule 
contracts where practical, and (c) use mde- 
pendent negotlatlons m estabhshmg Schedule 
contracts for Items that are not susceptible to 
formal advertlsmg 

In August 1968 the Admmlstrator 
advlsed us that GSA agreed that formal adver- 
tising should be used m estabhshmg Schedule 
contracts whenever practical and feasible and 
that due conslderatlon should be gven to the 
total cost of supply He further advised us 
that the exlstmg Federal speclflcatlons for 
sound-recordmg and mstrumentatlon tapes, 
heavy-duty electmcal battenes, and hthog- 
raphmg plates were not adequate for competl- 
twe procurements and that, until the speclfi- 
catlons could be appropriately reused, GSA 
planned to @ward future Schedule contracts 
through independent negotlatlons GSA sub- 
sequently advised us that progress was being 
made m the development of specifications 
adequate for formal advertising (B-l 63379, 
January 10, 1969) 

97 USE OF FORMAL ADVERTIS- 
ING FOR PURCHASING PROPANg-In 
August 1968 we reported to the Congress that 
durmg the penod August 1965 to July 1966, 
the General Services Adn-umstratlon (GSA) 
awarded four negotiated contracts, amountmg 
to about $818,000, to the same suppher of 
propane for Kmcheloe &r Force Base m 

Mlctigan under noncompetltlve condltlons 
We noted that GSA had not taken effective 
action to foster competition for the base’s 
propane requltements The review indicated 
further that, despite the existence of tight 
market condltlons, propane supphers rmght 
be mfluenced to enter mto competltlon 

We proposed to GSA officials several 
specific steps that we beheved would tend to 
encourage competitlon among propane sup- 
pliers These steps involved pnmanly the 
talormg of GSA’s contract terms to conform 
more closely unth the propane industry’s 
practices and mth the needs of the usmg actl- 
v1ty 

GSA revamped its contract terms m lme 
with our proposals and the sohclted sugges- 
tions of selected propane supphers and form- 
ally advertised for the base’s fiscal year 1968 
propane requirements Nme responsive bids 
were received The price obtamed was 27 per- 
cent lower than the previous year’s negotiated 
price even though the average producers’ 
prices had mcreased 20 percent The price 
obtamed represented a reduction of about 
$144,000 m the cost of the estimated quan- 
titles compared wrth the previous contract 
pnee 

In May 1968, GSA Informed us that 
the combmed efforts of General Accounting 
Office and GSA representatives resulted m a 
more advantageous fiscal year 1968 contract 
and that GSA’s prehmmary evaluation mdl- 
cated that the fiscal year 1969 contract would 
be even more advantageous 

The hstory of GSA’s propane procure- 
ment constitutes a useful case study for pro- 
curement mstructlonal purposes because of 
the specific lllustratlons it provides of practl- 
cal steps that may be taken to obtam compe- 
tition and, for that matter, to increase compe- 
tition where formal advertlsmg 1s used 
(B-l 6453 1, August 26, 1968) 
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99 COMPETITIVE NEGOTIATIONS- 
We reviewed the selection, negotlatlon, and 
awad of certam contracts at the National 
Aeronautics and Space Admmlstratlon’s 
(NASA’s) Manned Spacecraft Center (MSC) 
for the pyrpose of deterrmmng whether the 
practices followed were m accordance urlth 
the requirements set forth m the Umted 
States Code (10 U S C 2304(g)) 

Bnefly, 10 U S C 2304(g) provides that, 
m all negotiated procurements m excess of 
$2,500 “*** wntten or oral discussions shall 
be conducted mth all responsible offerors 
who subnut proposals wlthm a competitive 
range, price and other factors considered ” 
The statute does not provide defmltlve guld- 
ante with respect to what 1s to be mcluded m 
the written or oral dlscusslons and leaves to 
the contractmg agency the responslbhty for 
determmmg the compefitlve range 

Our review of the NASA procurement 
mstructlons, issued to implement the statu- 
tory requuements, also mdlcated a need for 
further clarrficatlon concernmg the wntten or 
oral dlscusslons and the deternunatlon of 
competitive range Because of this lack of 
deiimtlve guidance m the statute and in 
NASA’s lmplementmg procurement mstruc- 
tions, varymg interpretations have been 
applied by different source selection and con- 
tractmg officers 

We reviewed the selection of proposals 
for negotiations m 47 awards made by MSC 
durmg the penod January 1, 1965, through 
June 30, 1967 In 17 of the 47 awards, the 
selection officers had limited negotlatlons to 
a single offeror, 1 even though the records 
showed that other offerors had subrmtted 
proposals that appeared to us to be competl- 
tlve m price and other factors The Justlflca- 
tlons for negotiations with only one offeror 
rlsed questions concermng the determma- 
tlons of competltlve range and compliance 
Mrlth the requuement for oral or written dls- 
cusslons wrth all offerors wlthm that range 

However, the absence of more explicit guld- 
ante m the statute and m NASA procurement 
regulations and mstructlons gave source selec- 
tion officials considerable leeway m satlsfymg 
the statutory requirements 

At the completion of our fieldwork, we 
discussed these matters extensively with 
NASA officials, who generally concurred m 
our conclusion that there was a need for more 
definitive guidance to source selection off& 
clals As a result of these dlscusslons, Procure- 
ment Regulation Dlrectlve No 69-5 was 
issued March 10, 1969 m.s directive provides 
additional guidance concemmg (a) the deter- 
nunatlon of the offerors wthm the competl- 
tlve range and (b) what 1s to be included m 
the oral or rotten dlscusslons We expressed 
the belief that issuance of this dlrectlve 
should result m more consistent and Improved 
procurement practices (Report to the Acting 
Administrator, Natlonal Aeronautics and 
Space Admmstratlon, March 18, 1969) 

99 CONVERSION OF AN ADVER- 
TISED, FIXED-PRICE CONTRACT-We re- 
ported that m September 1964 the National 
Aeronautics and Space Adrmmstratlon’s 
(NASA’s) Kennedy Space Center (KSC) 
awarded a fixed-price contract for the manu- 
facture of certain launch support equipment 
for the Apollo program In December 1965 
the contract was converted to a cost-plus- 
a-fixed-fee contract wrth an effective date 
retroactive to the date of the ongmal con- 
tract Conversions of tlus nature are unusual 
The on@nal amount of the contract was 
about $11 5 mllhon, upon its essential com- 
pletion, the contract amounted to about 
$30 7 rmllion 

We expressed the opmlon that sufficient 
mformatlon was available prior to the award 
of the contract to m&cate that an advertised, 
fixed-price-type contract was not suitable 
Although drawmgs and speclflcatlons for the 
equipment were avalable for bidding pur- 
poses, changes m design were being processed 
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both before and after the bids were recerved 
Moreover addrtronal design changes of an 
unknown magnitude, related to the then 
ongoing space vehicle design effort, were 
bemg contemplated 

In such crrcumstances, where It 1s not 
known wrth a reasonable degree of certainty 
that the contract requrrements can be defined 
sufficrently to permrt the approprrate use of a 
fixed-price contract, we expressed the belief 
that the optron of usmg a cost-type contract 
should be held open as long as practicable We 
also expressed the belief that the problems 
discussed m the report were caused by an 
unnecessary adherence to a decrsron which, 
while well motivated, was not entrrely real- 
istic at the trme It was made and became less 
so as time went on 

NASA officrals stated that a srgmfrcant 
number of desrgn changes outside the control 
of KSC indicated, m retrospect, that a cost- 
reimbursable-type contract would have been 
more suitable In thrs regard, we were advrsed 
that NASA’s procurement regulations would 
be revised to provide additIona guidance deal- 
mg wrth the appropriate use of fixed-price 
contracts where there are design uncertamtres 
and srgnrfrcant potentral research and develop- 
ment effort To assist NASA procurement 
officrals m deahng with snmlar problems, our 
report was the SubJect of an artrcle in NASA’s 
“Procurement Countdown,” an internal pubh- 
cation whrch 1s cn-culated to all NASA 
procurement actrvrtres (Report to the Actmg 
Admrnrstrator, National Aeronautrcs and 
Space Admmlstratron, B- 162547, November 
29, 1968) 

100 CONTRACTING FOR SECU- 
RITY GUARD AND FIRE PROTECTION 
SERVICES-We reported that our review of 
the relative costs of contractmg directly for 
security guard and fire protectron servrces 
rather than contractmg mdlrectly through a 
pnme contractor showed that annual savmgs 
estn-nated at more than $200,000 could be 

achieved rf the Kennedy Space Center (KSC), 
National Aeronautics and Space Admmrstra- 
tron (NASA), contracted drrectly for these 
servrces These savings could be obtamed 
through the ehmmatron of allowances to the 
prrme contractor for direct costs, corporate 
general and admrmstratrve costs, and profit 
We noted that the responsrble KSC orgamza- 
tronal units mamtamed operational control 
over the subcontracted functions and thereby 
rendered questionable, m our oplmon, the 
need for management of these servrces by the 
prime contractor 

We suggested that NASA reevaluate the 
method of contractmg for the servrces 
mvolved-grvmg conslderatron to comparative 
costs and management responsrbrhtres-before 
any new contracts for these services are 
awarded NASA advised us that our sugges- 
trons would be considered as a part of a larger 
study by NASA of support servrces costs at 
KSC and that an attempt was being made to 
reduce costs and profit under the present con- 
tractual arrangement As of June 1969 no 
change had been made m the method of 
acqunmg the security guard and fire protec- 
tron servrces, however, we received mform- 
atron which indicated that the pnme contrac- 
tor’s profit and general and admlmstratrve 
expenses apphcable to these services had been 
reduced (B-l 33394, July 15, 1968) 

101 PROCUREMENTS UNDER A 
CATALOG- OR MARKET-PRICE EXCEP- 
TION TO PUBLIC LAW 87-653-Our review 
of selected negotiated, sole-source, fixed-price 
contracts awarded by the Natlonal Aeronau- 
trcs and Space Adnumstratron’s (NASA’s) 
Marshall Space Flight Center (MSFC) on the 
basis of the estabhshed catalog- or market- 
price exception to the cost or prlcmg data 
requrrements of Public Law 87-653 mdrcated 
that MSFC contracting officers had not 
obtamed and venfied sufficrent mformatron 
on which to determine that the selected pro- 
curements quahfied for the catalog- or 
market-prrce exception 
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We expressed the belief that, for effec- 
tlve implementation of the established cata- 
log- or market-price exceptlon, contracting 
officers should be required to obtam and 
verify, to the extent deemed appropnate, evl- 
dence showing that substantial sales of an 
item have been made to other than Govern- 
ment customers at the catalog price 

Because we beheved that a lack of 
specific guidance m the NASA Procurement 
Regulation was the primary reason for the 
MSFC contracting officer’s not obtammg and 
vellfymg sufficient mformatlon in deter- 
mmmg whether the proposed catalog prices 
qualified for exception to the cost or pncmg 
data requirements of Public Law 87-653, we 
proposed to NASA officials that the NASA 
Procurement Regulation be amended to 
require 

-The contractor to submit and certify to 
the accuracy, completeness, and cur- 
rency of sales data supporting the pro- 
priety of his clatm that the Items 
offered are exempt from the cost or 
prrcing data requirements of Public Law 
87-653 

-The contracting officer to Indepen- 
dently verify the contractor’s claim of 
sales of the items to the general public 

On March 10, 1969, NASA Issued a pro- 
curement dlrectlve which, if effectively Imple- 
men ted, should substantially achieve the 
obJectIves of our proposals We had proposed 
also that certam other changes m the NASA 
Procurement Regulation would be desirable 
We agreed, m general, durmg subsequent dls- 
cusslons with NASA offlaals, that further 
modlflcatlons of the procurement regulations 
should be considered on a broader govern- 
mental base since other agencies and depart- 
ments of the Federal Government, more 
specifically the Department of Defense, have 
a common interest (Report to the Adrmm- 
strator, Natlonal Aeronautics and Space 
Admmlstratlon, B-l 62009, April 10, 1969) 

FACILITIES, CONSTR UCTION, 
AND LEASING 

102 DETERMINING REQUIRE- 
MENTS FOR FACILITIES-In July 1968 we 
issued to the Congress a report on our review 
of the acqulsltlon by the Air Force of certam 
test, launch, and trackmg factitles for the 
TITAN III booster program and a classified 
satellite program We found that these faclll- 
ties had been acqun-ed m accordance v&h the 
ongmal plans which had not been reevaluated 
and updated despite mdlcatlons that reqmre- 
ments, because of changmg cmzumstances, 
were substantially less than ongmally estl- 
mated Had the plans been reevaluated and 
updated, we beheve that a substantial portion 
of the estimated costs of about $26 3 mllhon, 
mcun-ed for the followmg faclhtles, could 
have been saved 

-Rapid-launch, moblle features of the 
TITAN III launch complex, Cape Ken- 
nedy, Florida-estimated constructlon 
cost of about $23 8 mIllIon 

-Basic data recording lnstrumentatlon 
and four storage buildings, Edwards Air 
Force Base, Californra-estimated pro- 
curement and construction cost of 
about $820,000 

-Tracking and readout equipment In- 
stalled prematurely In Alaska-estl- 
mated cost of about $1 7 mIllIon to 
maintain equipment in a caretaker 
status until needed 

In response to our findmgs and proposals 
for strengthenmg the planmng procedures for 
fadltles acqmsltlon, the Air Force advlsed us 
that it recogmzed the problem and was devel- 
opmg cntena specifications for application 
wlthm Its exlstmg review system The Dlrec- 
tor of Defense Research and Engmeenng 
advised us that the Army and Navy had re- 
viewed theu regulations and that the Navy 
would modify Its exlstmg procedures to pro- 
vlde addltlonal safeguards 
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We recommended that the Secretary of 
Defense take action to ensure that the proce- 
dures of the rmhtary departments hmlt the 
acqulsltlon of facdltles to those actually 
needed to fulfill firm program requirements 
On September 4, 1968, the Director of De- 
fense Research and Engmeermg rephed to this 
recommendation on behalf of the Secretary 
of Defense The Director stated that the 
Department of Defense beheved that exlstmg 
procedures of the Army, Navy, and An Force 
were adequate if fully adhered to He stated 
also that the AU Force and the Navy were 
takmg steps to strengthen their exlstmg procs 
dures (B-164027, July 3, 1968) 

103 DETERMINING REQUIRE- 
MENTS FOR MILITARY HOUSING-We 
made a survey of the pohcles, procedures, and 
practices of the Department of Defense m 
determmmg requvements for farmly housmg 
and bachelor officers’ and e&ted quarters 
The survey was directed toward arrlvmg at an 
informed opmlon as to the general rehabhty 
of the stu&es, conducted by rmhtary mstalla- 
tlons, which formed the basis for the fiscal 
year 1968 request to the Congress for author- 
zatlon and funds to build addltlonal accom- 
modatlons at specific locations Our report on 
the survey was issued to the Congress m Feb- 
ruary 1969 

We found that, although the farmly 
housmg studies of the mstallatlons mcluded m 
our survey were complex and, m our opmlon 
unnecessartly costly, the results of the studies 
were of questionable validity, prmclpally 
because proper evaluations had not been 
made of exlstmg available housmg m nearby 
commumtles For example, we ldentlfied 
about 950 vacant rental umts that met De- 
partment of Defense cntena m the vlcmty of 
the Naval An- Station, Alameda, Cahforma, 
and of the Naval Supply Center and the Naval 
Hospital, Oakland, Cahforma Thus was about 
600 more umts than the 332 umts identified 
m the studies of the three mstallatlons Fur- 
thermore, accoldmg to the Federal Housmg 

Adnumstratlon, there were about 15,800 
vacant rental units at that time m the counties 
m which the three mstallatlons are located 

We also found lesser shortcommgs m the 
studies which added to the unrehablhty of the 
results of the farmly housing studies 

Our survey also showed a need for lm- 
provement m the determmatlon of requlre- 
ments for bachelor officers’ quarters We 
found instances where the need for construc- 
tion of additional quarters had been deter- 
nuned (a) wlthout adequate consideration of 
the quarters avdable at a nearby Installation 
or of the housing facllltles available m the 
commumty, (b) on the basis of questlonablt 
classification of exlstmg quarters as bemg 
unsmtable-mcludmg permanent-type struc- 
tures completed m recent years, and (c) on 
the basis of overstated proJections of future 
personnel strength 

The rmhtary audit agencies and the m- 
stallation internal review groups were gen- 
erally not conductmg independent audits and 
checks of the lequlrements for farmly housmg 
and bachelor officers’ quarters at the mstal- 
lations included m our survey 

We recommended to the Secretary of 
Defense that 

-Procedures be revised to provrde more 
comprehenstve studies of the avarlabll. 
rty both current and prospective, of 
private housmg m the community 

-The mllltary departments be required to 
establtsh a program for training key per- 
sonnel In the policies, procedures, and 
practices to be followed In family hous- 
mg surveys 

-The family housing surveys be slmpli- 
fled 

-The requirements computations made 
by mstallatlons for family housing and 
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bachelor officers’ quarters be given 
appropriate attention by the mlhtary 
audit agencies 

The Ass&M Secretary of Defense (In- 
stallations and LogMlcs) agreed, m general, 
vvlth our conclusion that the determmatlons 
of requirements were m need of unprovement 
and outhned corrective actlons along the hnes 
we recommended He did not agree, however, 
ulth our conclusion that the studies which 
formed the basis for the fiscal year 1968 pro- 
gram were of questionable validity 
(B-133316, February 18,1969) 

104 MILITARY BUILDING PRO- 
GRAM IN THAILAND-Appropriations for 
rmhtary construction m Thailand amounted 
to about $395 nulhon from fiscal year 1965 
through fiscal year 1969 In a report issued to 
the Congress m June 1969, we presented our 
fmdmgs that the orgamzatlonal structure 
estabhshed to adnumster the program m Thai- 
land was not adequate to enforce Department 
of Defense (DOD) pohcles regardmg austere 
construction and to coordmate the sltmg of 
proposed construction projects As a result 

The Deputy Assistant Secretary of De- 
fense advBed us that, as a result of lessons 
learned m Southeast Asia, a central orgamza- 
tlon and control such as that employed m 
Vietnam 1s advocated m the DOD published 
guidance He advised us further that, m con- 
souance w&h this pohcy, the Commander, 
U S Forces, Korea, had been provided with 
authonty to exercise strong, centrahzed man- 
agement and dlrectlon of the current con- 
structlon program m Korea (B-l 5945 1, June 
12, 1969) 

105 LEASING OF COMMUNICA- 
TIONS FACILITIES IN EUROPE-our re- 
port to the Congress on an earlier review 
(B-161992, September 22, 1967) presented 
our iindmgs that savmgs could be obtamed if 
the nuhtary commands m Europe effectively 
used spare Government-owned commumca- 
tlons cn-cults m place of leased lines A 
follow-on review was undertaken to ascertain 
what actions the Department of Defense had 
taken or planned to take to obtam better use 
of these spare cu-cults Our report on the 
follow-on review was issued to the Congress m 
April 1969 

-The types and costs of personnel hous- 
mg differed substantially from DOD- 
prescribed austerity standards Some of 
the houstng projects cost an estimated 
$3 3 mllhon more than they would have 
cost had DOD standards been adhered 
to 

We found that actions taken by the De- 
fense Communlcatlons Agency, Europe 
(DCA-E), and other military agencies m 
Implementmg our earlier recommendations 
had reduced lease costs by about $1 1 mllhon 
as of October 1968 with a correspondmg ben- 
eficial effect on the balance-of-payments 

-The lack of coordination among the 
various organizations responsible for 
base development In Thailand resulted 
m mistakes In the selection of project 
sites and rn wasted design costs 

We suggested that, m future nuhtary 
construction programs of the nature of the 
Thailand program, the Secretary of Defense 
establish a smgle authonty, sufficiently 
staffed, to ensure that all facets of the pro- 
grams are adequately coordmated and con- 
trolled 

problem 

We found also that the mlhtary services 
and other Government agencies were mdmldu- 
ally contractmg for leased lmes In the opm- 
ion of DCA-E, additional savings could be 
realized and better service could be obtained 
through the estabhshment of a centralized 
leasmg agency m Europe 

We suggested that the Secretary of De- 
fense consider estabhshmg a central leasing 
agency m Europe to achieve further savmgs 
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The Department of Defense concurred with 
this suggestion and on July 8, 1969, advised 
us that such an agency had been determmed 
to be feasible and that a field office of the 
Defense Commercial Commumcatlons Office 
would be established m Europe m fiscal year 
1970 (B161992, April 29, 1969) 

106 NEED FOR IMPROVED COOR- 
DINATION OF TRANSMISSION~LINE 
DESIGN AND CONSTRUCTION PRAC- 
TICES-h our August 1968 report to the 
Congress, we stated that, although there has 
been some Improvement m coordlnatlon of 
transnuss1on lme construction practices since 
our pnor report to the Congress (B-l 14858, 
Apti 29, 1966), we found that the Bureau 
of Reclamation and the Bonneville Power 
Admlmstratlon (BPA) had independently de- 
signed their respective sections of a 500- 
hlovolt (KV) alternating-current hne The 
two agencies also specified a number of 
construction practices which differed slgmfl- 
cantly m terms of cost and, m some cases, 
rehablhty and safety standards We estimated 
that there was a difference of about $3 7 
m&on between the estimated cost for design- 
mg and constructmg the Bureau’s 94 3-mile 
section of the 500-KV line and the estimated 
cost for designing and constructing the adjoin- 
mg 94 3-rmle BPA section 

Durmg our review we noted that the 
Bureau and BPA were to partlclpate m the 
construction of a 750-KV direct-current lme 
and that the two agencies were planmng to 
follow many of the dlffermg practices for the 
design and construction of their respective 
sections of the 750-KV line In view of the 
opportunity for the Government’s actievmg 
econormes through increased coordmatlon, 
we discussed our findings with Bureau and 
BPA offlclals m April 1967 and formally 
advised the agencies and the Department of 
the Intenor of our findmgs by letters dated 
June 6, 1967 

Upon completion of our review, we 

formally submltted our findmgs and proposals 
to the Department of the Interior for com- 
ment In March 1968, the Dlrector of Survey 
and Review, Department of the Intenor, 
informed ~5 that the Department did not take 
issue with the general thesis of the report- 
that improvements should be possible from 
more unlforrmty m the practices of the large 
power agencies In response to our proposal, 
he informed us that the Assistant Secretary, 
Water and Power Development, had 
appointed a task force, chaned by a member 
of h immediate staff and mcludmg represen- 
tatives of the Bureau, BPA, and the South- 
western Power Admmlstratlon, to study 
agency practices and mconslstencles and to 
recommend affirmative improvement pohcles 

The action taken by the Department was 
consistent v&h our proposal and should result 
In improved coordmatlon We plan to follow 
the progress of the study and, when the study 
1s completed, to review and evaluate the 
results as well as any action subsequently 
taken (B-l 14858, August 5,1968) 

107 ST R EN GTHENED POLICIES 
AND PROCEDURES TO REDUCE COST OF 
RAILROAD RELOCATIONS-h our Decem- 
ber 1968 report to the Congress, we reported 
that the Bureau of Reclamation, Department 
of the Intenor, had provided four railroad 
compames with replacement faclhtles which 
were better than the factitles bemg replaced 
because Bureau instructions did not clearly 
define the Government’s obhgatlon for eqm- 
valent replacement In those instances where 
sufficient mformatlon was available to estl- 
mate the costs involved, we beheve that the 
Bureau could have saved about $436,000 by 
provldmg only those replacement faclhtles 
needed to meet the Government’s obhgatlon 
for equivalent replacement 

We suggested that the Bureau revise its 
instmctlons to (a) require a more formal 
description of exlstmg facllltles and detded 
comparisons between exlstmg and proposed 
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replacement faclhtles, (b) require that pro- 
posed relocation agreements be reviewed for 
pohcy comphance by the Chef Engmeer and 
slgmflcant concessions deemed necessary m 
the agreements be approved by the Commls- 
aoner of Reclamation, (c) assure Bureau 
negotiators that condemnation 1s an available 
recourse action when it 1s beheved that the 
railroads are requestmg more than should be 
provided, and (d) require that nonunal or sal- 
vage value be considered as the basis for pay- 
ment for faclhtles that ~111 not be relocated 

In response, the Department agreed, 
mth one exception, to implement our sugges- 
tions In March 1969, however, the Depart- 
ment advised the Bureau of the Budget that 
the Department agreed mth all of our sugges- 
tions (B-l 14885, December 30, 1968) 

108 CHANGES IN PLANS DURING 
DEVELOPMENT OF FACILITIES-In a re- 
port issued to the Congress m August 1968, 
we pointed out that the Post Office Depart- 
ment had incurred adltlonal costs at the 
completed, major mechanized mall-handlmg 
faclhtles at Buffalo, Cmcmnatl, Omaha, and 
Toledo totahng about $4 8 rmlhon for addl- 
bona1 constructlon work, for changes m 
mechanized mall-handling systems, and for 
rental of space m the completed bulldmgs 
that had not been used pendmg completion of 
the mechamzatlon Also, as a result of 
changes, the Department experienced delays 
rangmg from 13 to 34 months m obtamng 
full use of the facllltles 

We believed that many of the changes m 
plans for the faclhtles would have been 
unnecessary and that most of the addltlonal 
costs and delays might have been avoided If 
the Department had had adequate procedures 
for planning and contractmg for the bulldmgs 
and mechanized mall-processmg systems We 
believed also that, with adequate procedures, 
the Department would have had available 
mformatlon on which it could have made fum 
and sound declslons regardmg bulldmg and 
mechamzatlon needs 

The Department had recogmzed the 
need for adequate planning and had taken, or 
was m the process of taking, actions to 
improve the procedures used for plannmg 
major mechamzed faclhtres These actlons 
mcluded 

-Revlsmg contract provIsIons to provide 
for termlnatmg mechantzatlon contracts 
at the convenience of the Government 

-Revlslng agreements-to-lease to require 
payment of liquidated damages by les- 
sors in cases where bulldings are not 
completed In time to avoid delays in the 
installation of mechanized systems by 
other contractors 

-Strengthening the Department’s re- 
search and engmeerlng capabIlIties and 
upgrading the prior OffIce of Research 
and Engtneerlng to bureau status 

-Establrshmg a Major Facllltles Review 
Committee to improve coordmatlon of 
the efforts of the various groups In- 
volved rn planmng and constructing 
facilities 

-Establrshmg a program for standardlzlng 
the mechanlzatlon to be installed rn 
future facllltres and for developing de- 
talled crlterla for certain of these sys- 
tems 

-4mprovtng long-range planning through 
the development and annual up-dating 
of a 5-year program for equating major 
facllrty plans with manpower and fiscal 
resources 

-Shortenmg the time required for devel- 
oping new facllmes through concurrent 
planning by different orgamzatlonal 
groups 

In commenting on our draft report, the 
Deputy Postmaster General advised us of cer- 
tam other actions which the Department was 
takmg to improve the plannmg for major 
faclhtles In our oplmon, the actlons that the 
Department had taken and planned to take 
would, If properly implemented, result m lm- 
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proving the planning for major facllltles 
(B-l 14874, August 23, 1968) 

109 COORDINATION OF PLANS 
FOR JOINT PROJECTS-Our review of se- 
lected aspects of the Post Office Department’s 
program for extension and modermzatlon of 
Government-owned post office bulldmgs m- 
dlcated that the Department needed to co- 
ordmate its plans for Jomt projects wrth the 
General Services Admmlstratlon (GSA) earlier 
than was required by its procedures m order 
to avoid delays m commencmg work on the 
proJects A Jomt proJect IS one on which the 
Department provides funds for work on the 
potions of the bulldmg used for postal oper- 
ations and GSA provides funds for work on 
the portions of the bulldmg used by other 
Federal agencies 

We found that extension and modermza- 
tlon projects m the Boston Postal Regon gen- 
erally had taken from 6 to 8 years of planning 
time and that the completion of such projects 
had been delayed because the Department 
had not tnnely coordmated project plans with 
GSA As a result sufficient funds had not 
been requested to permit the work to com- 
mence promptly 

We recommended that the appropriate 
Post Office Department offlcmls be instructed 
to revise the Department’s procedures to re- 
quire that (a) GSA be informed, at the earliest 
practicable date, of the Department’s plan for 
extending and modernrzmg postal space m a 
Government-owned btidmg and (b) the De- 
partment’s planning for each Joint extension 
and modermzatlon project be coordinated 
with GSA to the extent that the two agencies 
will be m a posltlon to timely request ap- 
propnations for fmancmg the prolect m the 
same fiscal yeai 

In commenting on our report, the 
Deputy Postmaster General agreed that early 
coordmatlon between GSA and the Depart- 
ment 1s necessary to effectively plan, develop, 

and complete extension and modernization of 
Federal bulldmgs on a timely basis He stated 
further that, as a result of a meeting with top 
management of GSA, a Joint working commlt- 
tee was established to review, on a quarterly 
basis, all major facility projects proposed 
either by GSA or by the Department 
(B-162585, July 31, 1968) 

110 ESTABLISHING SPACE AND 
MECHANIZATION REQUIREMEN S-On 
the basis of our review of the Post Office De- 
partment’s plannmg for four completed facll- 
ltles and four faclhtles under development, we 
beheved that, m estimating future mall vol- 
umes, the Department had not gven adequate 
and timely conslderatlon to the probable 
changes m mall volumes and dlstnbutlon re- 
sponslbllltles that would result from full nn- 
plementatlon of previously approved natlon- 
wide mall dlstnbutlon plans As a result, the 
mall-processmg capacltles of the eight facll- 
ltles may vary substantially from the capac- 
ities that ~11 be needed m the future to proc- 
ess the mall under the Department’s long- 
range mall dlstnbutlon plans 

The two pnnclpal natlonurlde mall dlstrl- 
butlon plans that we believed the Department 
had madequately considered were (a) the 
Nationwide Integrated Postal Service (NIPS) 
plan which was lmtlated m January 1960 and 
which provided for estabhshmg sectlonal 
centers m metropohtan areas, with the centers 
havmg responslblllty for processmg mall ongl- 
natmg m, or destmed for, the post offices m 
assigned geographical areas and (b) the zone 
Improvement plan, commonly referred to as 
the ZIP code plan, which was announced m 
November 1962 and which provided a meth- 
od for slmphfymg the routmg of mall by 
usmg five-dlgt numerical codes to ldentlfy 
destlnatlons by the 551 sectional centers 
These two plans have had and til contmue to 
have, substantial effects on maI volumes at 
specific faclhtles throughout the nation 
These mall dlstrlbutlon plans are being lmple- 
mented by the Department as rapldly as facll- 
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rtles, equrpment, and other resources become 
avarlable 

With respect to the facrhtres covered by 
our review, we found that the effects of full 
rmplementatron of the NIPS and ZIP code 
plans on the volumes of marl to be processed 
and the related space and mechamzatron 
needs had not been evaluated by the Depart- 
ment until long after the plans for the facrl- 
rtres had been established Further, when such 
evaluations were made, the effects of changes 
m marl dlstrrbutron plans were not consrdered 
for some categories of marl 

For example, the marl-handling facrhtres 
at Buffalo, Cmcmnatr, Omaha, and Toledo 
were planned on the basis of marl-volume data 
obtained between 1957 and 1959, whrch was 
pnor to the estabhshment of the NIPS plan m 
January 1960 Although constructron of these 
facrhtres was not started until June 196 1 or 
later, we found no evidence that the data 
mrtrally used m planning the buildings and 1 
mechanized marl-handling systems had been 
adjusted to grve full consrderatron to the ef- 
fect that rmplementatron of the NIPS plan 
would have on the volumes of marl to be 
processed 

As the planning for these four facrhtres 
was m the prehmmary stages and the con- 
tracts for the constructron of the bulldmgs 
and the mstallatron of mechamzed equrpment 
had not been awarded, we beheved that the 
Department hid had adequate time to evalu- 
ate the impact that the NIPS plan would have 
on mechamzatron and burldmg needs 

So that the Department could grve full 
and timely consrderatron, m planmng facrl- 
rtles, to the changes m marl volumes that 
would result from rmplementatron of ap- 
proved natronwrde marl drstrrbutron plans, we 
beheved that the drstrrbutron and operations 
concept for each facrhty should specrfically 
set out a descrrptron of exrstmg and proposed 
operations, the changes expected to result 
from implementation of all approved marl drs- 

trrbutron plans, and the proposed time 
schedule for rmplementmg these plans 

The Deputy Postmaster General, m com- 
mentmg on our draft report, stated that the 
formal drstrrbutron and operations concept 
for each proposed new postal facrhty already 
spelled out the functions of the new burldmg 
as related to the Department’s natronwrde 
long-range plannmg, mcludmg the exrstmg 
operatrons which were to be continued 

We recommended that the Postmaster 
General requrre that the Department’s plan- 
nmg personnel estabhsh, for each proposed 
new facrhty, a clearly defined drstrrbutron and 
operatrons concept contammg, among other 
thmgs, (a) the changes m marl drstnbutron re- 
sponsrbrhtres that wrll result from full ample- 
mentatron of all approved national marl drstrr- 
butron plans, (b) the proposed time schedules 
for rmplementmg these plans, and (c) any 
special mstructrons that may be needed to en- 
sure that space and mechamzatron requn-e- 
ments are determmed on the basis of the 
types and quantrtles of marl that reasonably 
may be expected (B-l 14874, August 23, 
1968) 

111 DEVELOPMENT OF DRAW- 
INGS AND SPECIFICATIONS FOR HOS- 
PITAL CONSTRUCTION-h September 
1968, we reported to the Congress that the 
Veterans Adnnmstratron (VA) needed to 
improve rts reviews of drawings and specrfica- 
trons prepared by arclutect-engmeers (A-Es) 
before sohcrtatron of hospital constructron 
bids We found that 18 1 change orders costmg 
about $655,800 had been issued under two 
constructron contracts because VA had not 
detected, m its review of the drawmgs and 
specrticatrons prepared by A-Es, numerous 
errors and onussrons m the documents and 
because officials of one of the hosprtals had 
recommended changes after the constructron 
work had been started 

We found also that the amount of time 
devoted to the revrew of the constructron 
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documents by VA often had been less than 
that authonzed, because of confhctmg sub- 
nusslons of such documents by other A-Es 
deslgnmg hospital projects VA did not have 
rotten procedures and/or requirements for 
scheduhng the subrmsslon and review of draw- 
mgs and speclficatlons prepared by A-Es, and 
its practices did not provide for reviews of the 
construction documents by local hospital ofti- 
clals durmg the design stage of a new hospital 
project 

VA concurred, m general, with our pro- 
posals and estabhshed standard operatmg pro- 
cedures for scheduhng and revlewmg the work 
of A-Es (B-133044, September 9, 1968) 

112 DEVELOPMENT OF WORKING 
DRAWINGS AND SPkCIFHZATIONS FOR 
HOSPITALS-h June 1969, we reported to 
the Congress that the Veterans Admmlstra- 
tton (VA) could improve its hospital construc- 
tion program and avold unnecessary costs 
through more effective admmlstration of that 
program We found that, for seven VA 
hospital projects under design or construction 
durmg fiscal years 196 1 through 1968, VA 
had authonzed architect-engmeers to start the 
development of workmg drawmgs and speclfl- 
cations before it. acquired the selected hos- 
pital sites even though such documents were 
fully useful only for the construction of the 
bulldmg on the site for which the design was 
prepared For two of these prolects, the work- 
mg drawmgs and speclficatlons, which were 
developed at a cost of about $1 6 mllhon, w111 
have hnuted use, or possibly no use, m the 
construction of these projects prmclpally be- 
cause VA was unable to acqun-e the selected 
hospital &es 

We expressed the behef that VA should 
first acquire the land and then develop the 
workmg drawmgs and speclficatlons because 
(a) unforeseen changes may occur which could 
affect land negotiaGons and (b) the working 
drawings and speclficatlons could have hrmted 
use or no use if the selected hospital site can- 

not be acquved soon after completion of such 
documents 

We therefore recommended that the 
Admmlstrator of Veterans Affans (a) estab- 
lish a firm pohcy requnmg that hospital &es 
be acquired before starting the development 
of workmg drawmgs and speaflcatlons and 
(b) m lmplementmg ths pohcy, emphasize to 
responsible agency bfficlals that every reason- 
able effort be made to acquire the selected 
hospital sites by the time scheduled for start- 
mg the development of workmg drawings and 
speclficatlons The Deputy Admmlstrator of 
Veterans Affairs advlsed us that VA &d not 
agree that hospital sites must always be 
acquired before starting the design of hospital 
bulldmgs (B-133044, June 6, 1969) 

113 RENEGOTIATION OF LEASE 
AGREEMENT-On March 1, 1968, m aletter 
to the Director, National Bureau of Standards 
(NBS), Department of Commerce, concernmg 
our review of NBS’s lease agreement mth a 
unlverslty, for NBS occupied space m the 
umverslty’s mstltute for laboratory astrophys- 
ICS bmldmg, we estimated that NBS’s annual 
rental rate of $137,400 would, over the useful 
hfe of the faahtles, result m the umverslty’s 
recelvmg about $81,000 m excess of the cost 
of constructmg and flnancmg the potion of 
the faclhtles bemg used by NBS 

We suggested that It would be reasonable 
for NBS to renegotiate the lease agreement 
consistent wrth NBS’s commitment to the 
unwerslty concernmg its partlclpatlon m the 
mstltute and m recognltlon of the estimated 
useful hfe of the facility and the Govern- 
ment’s contribution to the cost of the fac& 
ities The Director, NBS, by letter dated APIYI 
25, 1968, agreed m general with our fmdmgs 
and suggestions He stated that NBS had re- 
considered the basis for arrnmg at a rental 
rate and concluded that a reduced rental 
would be applopnate 

As a result of our suggestlons, officials of 
the NBS Boulder Laboratones met m May 
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1968 with representatives of the umverslty m 
regard to renewal of the lease for fiscal year 
1969 In July 1968 the umverslty mformed 
NBS that the annual rental rate would be re- 
duced by $8,000 to $129,400 and that the 
rental rate was contmgent upon costs actually 
mcurred and the rate would be deternuned on 
a year-to-year basis (Report to Director, 
National Bureau of Standards, Department of 
Commerce, March 1, 1968) 

PROCUREMENT PROCEDURES 
AND PRACTICES 

114 REQUIREMENTS CONTRACT- 
ING FOR SMALL PURCHASES-About 70 
percent of the Department of Defense (DOD) 
procurement efforts were being spent on a 
large number of transactions for small 
purchases-supphes and related needs m 
amounts which did not exceed $2,500 Al- 
though small purchases accounted for more 
than two thn-ds of all DOD procurement 
transactlons m fiscal years 1966 and 1967, 
they amounted to only 4 percent of the total 
DOD procurement dollars Procurement regu- 
lations provide several methods for makmg 
small purchases We undertook a rewew to 
consider whether one such method- 
reqmrements contractmg-would be more 
econonucal than frequent small purchase 
transactions and to evaluate the performance 
of certam other small-purchase operations 
Our report on the review was issued to the 
Congress m February 1969 

A requirements coiitract provides for 
fihng all purchase reqturements for specific 
supphes durmg a specified contract penod, 
with dehvenes to be scheduled by timely 
placement of orders upon the contractor The 
advantages of requirements contracting are 
twofold It permlts supplies m storage depots 
to be mamtamed at lower stock levels, and it 
provides a means of obtammg lower unit 
prices through purchases m larger quantltles 

The nuhtary departments generally were 
not accumulating suffiaent information con- 

cermng small purchases (volume of purchases 
by Federal Stock Class and by vendors) to 
serve as a basis for determlmng the most 
econonucal and appropnate procurement 
methods We found that, at those purchasing 
actlvltles where such mformatlon was being 
accumulated and was being used to contract 
for estimated annual requnements, favorable 
prices were bemg obtamed and admmlstratlve 
costs were bemg reduced We expressed the 
opmlon that substantial savmgs could be 
reahzed if U-us practice were more commonly 
used 

We recommended that the Department 
of Defense 

-Accumulate mformation on the volume 
of purchases at selected mstallatlons for 
selected commodltles as a basts for as- 
certalnmg the most beneflclal procure- 
ment method 

-Provide further guidelines tr, mstalla- 
tlons for determmrng when a requlre- 
ments contract or some other method 
would be appropriate for procurement 
of a particular commodlty or class of 
items 

In response, the Department stated that 
a lest was being conducted which m&t pro- 
vlde a basis for antlclpatmg the needs for 
requuements-type contracts and that our 
recommendations would be considered fur- 
ther at the conclusion of the test 

The Department is pursumg 32 obJec- 
tlves for more effective and efficient small- 
purchase operations and has furmshed us with 
penodlc reports on the status of these efforts 
We plan to review, at a later date, the ample- 
mentatlon of actions taken by the Depart- 
ment (B-162394, February 5, 1969) 

115 APPLICATION OF THE ECO- 
NOMIC ORDER QUANTITY PRINCIPLE IN 
PR OC U R E M E NT -The economic order quan- 
tity (EOQ) 1s that quantrty which stnkes a 
balance between (a) the higher procurement 
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costs but lower storage costs of frequent pur- 
chases m small quantities and (b) the lower 
procurement costs but higher storage costs of 
less frequent purchases m larger quantltles In 
a report issued to the Congress m June 1969, 
we presented our fmdmgs that apphcable 
Department of Defense (DOD) mstructlons 
for the use of the EOQ prmclple were sound 
but were m need of revision mth respect to 
what types of items should be covered and 
when cost factors should be revised 

We found that current and accurate cost 
data were not available or were not bemg used 
by the mlhtary services m computmg require- 
ments under the EOQ pnnclple On the basis 
of the best cost data avadable, we estimated 
that, if the cost factors were updated and 
used 

-The AIt- Force, by mltratrng a one-trme 
additIonal investment of $50 mllllon In 
Inventory, could reduce Its annual oper- 
atmg costs between $12 mllllon and 
$17 million 

-The Navy could reduce Its Investment In 
inventory by about $4 mrlllon and 11s 

annual operating costs by about 
$500,000 

-The Army could reduce Its Investment 
rn Inventory by about $200 000 and Its 
annual operating costs by about 
$400,000 

In response to our suggestlons for im- 
proving the apphcatlon of the EOQ pnnclple, 
DOD stated that current mstructlons were 
being revised and that they would provide 
firm cntena relating to deviations from the 
EOQ concept DOD stated also that the cost 
factors would be revised and updated penod- 
lcally (B-133396, June 30, 1969) 

116 PROCUREMENT OF EQUIP- 
MENT FOR ACADEMIC FACILITIES-h an 
April 1969 report to the Acting Commls- 
sloner of Education, Department of Health, 

Education, and Welfare, we discussed certam 
sltuatlons pertammg to the equipping of aca- 
denuc facllltles constructed with Federal 
financial assistance, which, we beheved, 
should have been considered by the Office of 
Education (OE) m its efforts to efficiently 
admlmster actlvltles under the academic faclh- - 
ties construction program 

We found that, m procurmg movable 
equipment for acadenuc faahtles, grantees 
had not always followed the mstructlons con- 
tamed m the OE procurement guide and had 
not always developed meamngful equipment 
speclficatlons designed to ensure adequate 
competition We expressed the behef that the 
maximum benefits avtiable from competltlve 
procurement practices are not reahzed when a 
grantee mstltutlon does not provide prospec- 
tive supphers mth equipment speclficatlons 
that clearly show the quahty and quantity of 
equipment desired or when only one suppher 
1s sohclted for each item of equipment 

Our review also showed a need for OE to 
dlssemmate mformatlon to grantee mstltu- 
tlons as to the maximum allowable prices for 
certain items of equlpmelit Although the 
maximum prices which would be approved 
for some items of furniture were listed m an 
operations manual prepared by OE, we were 
advised that the manual had not been made 
avalable to mstltutlons which purchased 
equipment with Federal financial assistance 
We pomted out that two federally assisted 
construction projects had been equipped with 
certam furniture that had cost more than the 
maxmum allowable prices established by OE 
for such equipment and that a thu-d prefect 
had acquired equipment more elaborate than 
appeared to be required and for which OE 
had not established a maxlmum price 

We recommended that OE reemphasize 
to grantees the importance of preparmg 
meanmgful equipment speclflcatlons and of 
sohcltmg more than one suppher, whenever 
feasible, as an aid to actievmg maximum 
econonues m the use of Federal grant funds 
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for equlppmg academic facrhtres We recom- 
mended also that OE expand the list of eqmp- 
ment Items for whrch maxrmum ehgrble prices 
had been estabhshed to include additional 
items of equipment whrch, on the basis of OE 
experience, had been purchased m more 
elaborate form than required for the project 
purposes and provide such hst to all mstrtu- 
trons recelvmg Federal fmancral assrstance m 
the construction of acadennc faclhtres 

We were informed m June 1969 that OE 
planned to take actron along the lines of our 
recommendatrons (Report to the Acting 
Commrssroner of Educatron, Department of 
Health, Education, and Welfare, April 17, 
1969) 

117 POTENTIAL ECONOMIES IN 
DRUG PROCUREMENT-We reported to the 
Secretary of Health, Education, and Welfare 
m September 1968 on opportumtres for econ- 
omies m drug procurement by the Indran 
Health Service (formerly Dlvlsron of Indian 
Health), Health Services and Mental Health 
Admmrstratron 

We pomted out that savmgs could be 
reahzed d greater emphasis were placed on 
the benefits of centrahzed and competrtrve 
buymg through the F’ubhc Health Service sup 
ply center or through Veterans Admnnstra- 
tron supply depots and rf the volume of drug 
products purchased by field mstallatrons 
directly from manufacturers and local whole- 
sale estabhshments, totaling about $1 m&on a 
year, were reduced We believed that there was 
a need for consrdermg the benefits to be 
derrved from the establishment of a program- 
wade drug formulary which, together with 
better mformatron on drug usage by field 
mstallations, would help m deternnmng the 
drugs that would be procured centrally on a 
competrtrve basis and generally at lower prrces 
than drugs procured locally 

We pomted out also that drug-pncmg 
methods m some contracts with pnvate 

pharmacies wmch furnish prescnptrons to 
Indian beneficranes were based on cost-plus- 
percentage-of-cost features that were not con- 
ducive to economrcal drug purchasing as they 
might encourage the drspensmg of higher cost 
drug products than might be needed We 
recommended that reimbursement to the 
pharmacies be based on actual acqursrtron cost 
plus a fixed professional fee 

WZ pomted out further that, m some 
locations, recurrmg or repetrtlve-type pre- 
scnptrons for InQans treated m non-Govern- 
ment facrhtles had been filled by prrvate 
pharmacies, with the result that the benefits 
of lower cost drugs obtamable from Indian 
Health Servrce pharmacies had not been 
obtamed 

In response to our recommendatrons for 
strengthenmg the controls over drug procure- 
ments and reahzmg the possible econormes 
mdlcated by our review, the Assrstant Secre 
tary, Comptroller, mformed us m December 
1968 of a number of actions that would be 
initiated He stated, however, that the Indian 
Health Service did not consider It desirable to 
reqmre the tilhng of recurrmg or repetrtlve- 
type prescnpuons from I&an Health Servrce 
pharmacies because this procedure would 
preclude the pharmacies whrch are not 
located rn the vrcmrty of the Indian benefi- 
clarres from provrdmg drrect oral mstructlons 
on the proper use of the drugs (B-l 6403 l(2), 
September 30, 1968) 

118 BETTER PRICES AND PUR- 
CHASE DISCOUNTS THROUGH VOLUME 
PROCUREMENTS-h a March 1969 report 
to the Joint Committee on Atomic Energy, 
we reported that, although the Atormc 
Energy Commlsslon (AEC) generally provided 
for a system of managmg equipment m an 
effective and efficient manner, certain econo- 
nnes would be avarlable through more 
effective use of volume procurements 

We reported that, when the procure- 
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ments by AEC contractors were considered m 
total, there were a number of Items purchased 
in large quantities Although m some 
Instances contractors, by consohdatmg their 
requirements, had reahzed savmgs through 
receiving volume discounts, we found that 
certam items of equipment had been pur- 
chased m&vldually or m small quantities We 
suggested that better exchange of procure- 
ment mformatlon and earlier forecastmg of 
requirements should permit the procurement 
of hke items m large quantltles, which would 
provide opportumtles for obtaining better 
prices We suggested also that adQtlona1 
opportunities for economies in procurement 
were available through more extensive use of 
such special arrangements as the offer-of-sale 
agreement which was innovated by AEC and 
which is bemg used, to someextent, at certain 
mstallatlons T~s agreement provides for a 
purchase Qscount based on the volume of 
procurements wlthm a specified period of 
time 

We dlscussed our fmdmgs with AEC offi- 
cials, who were receptive to our suggestions 
They pomted out that they had been glvmg 
contmumg attention to these areas and 
advised us that they would continue to 
emphasize their efforts (B-l 6073 1, March 14, 
1969) 

119 COMMERCIAL PROCURE- 
MENT VERSUS IN-HOUSE FABRICA- 
TION-In a report subnutted to the Congress 
m October 1968, we pomted out that, m two 
cases m wkch the Atonuc Energy Commas- 
slon (AEC) had procured products for Its own 
use from private industry, the products might 
have been manufactured m AEC-owned, 
contractor-operated plants at lower costs The 
estimated costs of about $8 8 mtlhon to pro- 
cure the products commeraally were about 
$1 8 rmlhon more than it rmght have cost to 
manufacture them m AEC’s contractor- 
operated plants 

We found that AEC had authorized con- 

tinued commercial procurement of fuel 
assembhes for the High Flux Isotope Reactor 
at Oak fidge, Tennessee, at an estimated cost 
of $7 2 mllhon to further its long-range 
efforts to establish an efflclent, stable, compe- 
tltlve industry for supplymg test and research 
reactor fuel Information avalable to AEC at 
the time the procurement was authonzed 
indicated that the assemblies might have been 
fabricated m-house at savmgs of about $1 
nulhon 

We found also that AEC had dn-ected 
that the manufacture of certam berylhum 
metal parts at its contractor-operated plant at 
Golden, Colorado, be dlscontmued m favor of 
commercial procurement of the parts AEC 
considered reasonable the prices offered by 
industry and beheved that commercial pro- 
curement would assist m mamtammg mdustry 
capacity to meet possible future needs We 
believe that about $800,000 could have been 
saved on about $1 6 mllhon worth of com- 
mercial procurements if productlon at the 
AEC plant had been allowed to contmue 

We questloned whether the consldera- 
tions cited by AEC Justified mcurrmg the 
ad&tlonal costs We recommended that, for 
products mvolvmg significant costs, wluch are 
solely or prlmanly for AEC’s needs and whch 
are capable of bemg produced in avtiable 
AEC-owned, contractor-operated facllltles, 
AEC advise the Jomt Commlttee on Atonnc 
Energy of its plan to purchase such products 
from commercial sources when mcremental- 
cost comparrsons show that substantial sav- 
mgs rmght be achieved through m-house pro- 
duction AEC beheved that the declslons 
made m the two cases cited by us were JustI- 
fied under the cn-cumstances AEC, however, 
agreed to accept our recommendation 
(B-l 64105, October 22, 1968) 

120 ACQUISITION OF LAND FOR 

RESERVOIR PROJECTS-h February 1969, 
we reported to the Congress that the Corps of 
Engmeers, (Clvll Functions), Department of 
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the Army was acquumg fee title to thousands 
of acres of reservoir project land when less 
costly flowage easements would have sufficed 
or when no mterest m the land was required 
for water control purposes We estimated that 
the addItional cost of acqulrmg fee title to 
388 selected tracts at seven reservoa projects 
amounted to about $2 7 m&on 

We recogmzed that fee acqulsltlon may 
have been desn-able to satisfy purposes other 
than water control We found, however, that 
the Corps had not ldentlfied the additional 
cost incurred for other project purposes, 
mainly recreation and fish and wddhfe, even 
though the Fish and Wlldhfe Coordmation 
Act mdlcates that the Congress desn-es cost 
mformatlon relatmg to land acquired for fish 
and wlldhfe purp’oses We found also that the 
total cost of the land acqmred for recreation 
purposes had been paid for by the Federal 
Government even though some of these costs 
may have been properly financed by non- 
Federal mterests under the cost-sharmg pro- 
vlslons of the Federal Water Project Recrea- 
tlon Act 

In response to our proposals, the Depart- 
ment of the Army stated that mformatlon on 
acreages and approximate costs to be incurred 
for such purposes as recreation and fish dnd 
wlldhfe could be furnished to the Congress, If 
it was desired With respect to the ad&tlonal 
financmg wlzlch may have been available from 
non-Federal sources, the Department stated 
that this would tend to decrease recreatlonal 
development by local mterests and, at some 
future date, could cause substantial adnums- 
trative problems 

We expressed the behef that the Con- 
gress, m prescnbmg the nature and extent of 
reservon- prefect purposes, ml&t msh to 
reqwe that the Corps Identify, for congres- 
sional conslderatlon, the cost incurred m 
acqun-mg greater interests m land than are 
needed for water control purposes, the pur- 
poses for which such mterests are acqmred, 
the related acreages, and the benefits to be 

derrved from such mterests We stated that 
the Congress might also msh to express Its 
intent as to whether the additional costs m- 
curred for recreation and fish and wrldhfe 
purposes shall be treated as separable costs 
and be subject to cost sharmg under the pro- 
mslons of the Federal Water Project Recre- 
atlon Act (B-l 18634, February 3, 1969) 

121 UTILIZATION OF EXCESS 
FEDERAL PERSONAL PROPERTY BY 
STATE EMPLOYMENT SECURITY AGEN- 
Cl ES- In a report subnutted to the Congress 
m September 1968, we stated that the Bureau 
of Employment Security, Department of 
Labor, could have realized savings If the 
Bureau had established and implemented a 
pohcy which would have enabled the State 
employment security agencies to acquire ex- 
cess Federal personal property for use m then 
State and local offices The Bureau proce- 
dures pernutted State agencies to use Federal 
funds to purchase personal property rather 
than acquire such property through the excess 
Federal property program of the General 
Services Adnumstratlon (GSA) 

On the basis of our review of employ- 
ment security offices m the State of Cahfor- 
ma, we estnnated that about $68,000 could 
have been saved if excess Federal personal 
property had been made avalable to furmsh 
these offices To the extent that excess Fed- 
eral personal property 1s available, addItional 
substantial savmgs to the Federal Government 
could be possible through reduced expendl- 
tures for replacement and purchase of addl- 
t;lonal equipment m the more than 2,000 
State and local employment security offices, 
natlonmde 

In response to our Inquiry, the Depart- 
ment of Labor advised us that the Bureau did 
have the authonty to make excess Federal 
personal property avsulable to the State agen- 
cies and that It was lmplementmg our sug- 
gested pohcy to enable the State employment 
security agencies to acquire excess Federal 
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personal property for use m their State and 
local offices A departmental offlcml also ad- 
vised us that, as a result of our proposal, the 
Department had made arrangements with 
GSA for State agencies to procure supplies, 
equipment, and services through GSA supply 
sources 

In March 1969, the Department issued 
mstructlons urgmg all State agencies to use 
GSA supply sources to the maximum extent 
possible and urgmg those State agencies that 
are precluded from makmg such procure- 
ments to seek appropriate amendments of 
their State laws or regulations The Depart- 
ment’s mstructions to the States stated that 
its recent compmson of commercial and GSA 
prices for 13 selected Items purchased by 
State agencies revealed that GSA prices were 
usually lower than commercial prices The 
Department advlsed the States that the ap- 
propnatlon request for fiscal year 1970 for 
grants and for supplies and equipment had 
been reduced by $2 rmlhon m antlclpatlon of 
the savmgs to be realized by State agency pro- 
curements through GSA supply sources 
(B-l 33 182, September 25, 1968) 

122 MICROFILM PROCUREMENT 
AND USE-our review of the procurement 
and use of nnclofilm at the Internal Revenue 
Service (IRS), Department of the Treasury, 
showed that substantial savmgs were possible 
If IRS service centers procured needed mlcro- 
film m shorter lengths that more nearly corre- 
sponded urlth those received for copying pur- 
poses from the National Computer Center and 
if procurements were made m sufficient quan- 
titles to quahfy for maxlmum volume dls- 
counts offered by the supplier We found that, 
during the microfilm reproduction process 
at one semce center, substantial quantities 
of film on each roll purchased were not being 
used and were eventually destroyed The un- 
used film resulted because the lengths of films 
procured by the service center averaged 100 
feet more than the length of the master roll 
furnished by the Computer Center for repro- 

ductlon purposes We found also that the sup- 
pher of nucrofilm offered a &scount as lugh 
as 15 percent d orders for film were for at 
least 1,764 rolls 

In commenting on our findmgs, IRS 
agreed that substantial savmgs were possible 
and instructed all field offices to purchase 
shorter rolls of film Also, IRS has asked the 
suppher of the film for the maximum dls- 
count on each order, regardless of size, m 
view of IRS’s overall requirement (Letter to 
AssIstant Commlssloner (Admmlstratlon), In- 
ternal Revenue Service, January 22,1969) 

123 OFFICE FURNITURE PRO- 
CUREMENTS-Our remew of procurement 
and Qsposal of office furmture at field offices 
of the Internal Revenue SeMce (IRS), Depart- 
ment of the Treasury, showed that, by chang- 
mg its office furniture1 standards to conform 
wrth Federal Property Management Regula- 
tions (FPMR) requuements, IRS could effect 
cost reductions on future furmture procure- 
ments, particularly at its seven service centers 
where operatmg space ~11 be Increased by 
about 500,000 square feet by 1971 

Excessive costs are Incurred because the 
IRS office furniture standards do not iecog- 
mze regulrements that the least expensive hne 
be purchased and that the use of executlve- 
type furmture be hnuted to employees m the 
appropriate GS grades The requirement to 
purchase the least expensive hne was estab- 
hshed by the General Services Admtmstratlon 
at the President’s January 1965 request to re- 
duce substantially the then-current rate of 
spendmg for new furniture and typemters 

In commenting on our findmgs, we were 
advised that the office furniture standards had 
been developed for IRS’s furniture replace- 
ment program 3-l/2 years before the Press- 
dent’s request and that it did not seem to be 
good management to dlscontmue the replace- 
ment program which was 90-percent com- 
plete 
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The President’s request to reduce the 
rate of spending for new furniture did not 
exempt ongomg programs Also, m view of the 
anticipated future expansion of IRS actlvltles, 
particularly at service centers, and the resul- 
tant opportunities for effecting economies 
durmg future furniture procurements, we rec- 
ommended that IRS revise its office furniture 
standards to conform with FPMR requlre- 
menls to purchase the least expensive lme and 
restrict the use of executive-type furmture to 
employees m the approDnate GS grades 

Subsequent to the Issuance of our report 
to the Secretary of Treasury m May 1969, the 
Acting Commlssloner of Internal Revenue 
advised us that IRS had revised Its office 
furniture standards to make them consistent 
urlth FPMR requirements which would ensure 
that executive furniture will be procured only 
for officials who qualify under the regula- 
tions The Actmg Commlssloner advised us 
also that IRS did not agree that It had not 
comphed mth FPMR’s requn-ement relatmg 
to the purchase of the least expensive lme He 
ssud, however, that IRS would contmue to 
work closely mth GSA m all procurement 
actions to be sure that IRS obtams the least 
expensive equipment determined to meet the 
requirements (B-133327, May 29, 1969) 

124 STANDARDIZATION OF 
DRUGS AND PHARMACEUTICAL SERV- 
1 CES-In a June 1969 report to the Congress 
on our review of certam aspects of pharmacy 
operations at hospitals and chmcs, we com- 
mented that there were opportunltles for 
reducmg the cost of drugs used by the Veter- 
ans Admmlstratlon (VA) mstallatlons m 
metropohtarr areas through mcreased stand- 
arduatlon of commonly used items and their 
dosages 

We commented that centralized bulk 
compoundmg and purchasing faclhtles would 
contribute to improved patient care by pro- 
vldmg medications that are not commercially 
avtiable, more assurance of the quahty of 

drugs compounded, and better assistance to 
research and trammg activltles 

Also, we expressed the belief that the 
mcreased standardization and resultant de- 
crease m drug costs could be acheved through 
the use of area mterstatlon therapeutic agent 
and pharmacy committees, actmg m concert 
ulth centrahzed bulk compoundmg purchas- 
mg factities 

We therefore recommended that (a) the 
Admmlstrator of Veterans Affars promde for 
the formation of mterstatlon therapeutic 
agent and pharmacy committees m geograph- 
lcal areas contammg several VA medical facll- 
ities and (b) the committees, when estab- 
hshed, and wth the encouragement and asslst- 
ante of the VA Central Office, study the 
feaslblhty of estabhshmg centralized bulk 
compoundmg and purchasmg operations mth- 
m theu respective geographical areas 

VA concurred m our recommendations 
and stated that It would establish mterstatlon 
committees wrth responslbtitles as proposed 
(B- 133 044, June 30, 1969) 

125 COST FACTORS USED IN 
ECONOMIC ORDER QUANTITY FOR- 
MULA-In Aprd 1969 we reported to the 
Dn-ector, Natlonal Bureau of Standards, De- 
partment of Commerce, that the General 
Services Admmlstratlon’s Federal Property 
Management Regulations (FPMR 101-27 102) 
required the use of the econonuc order quan- 
tity (EOQ) prmclple of stock replemshment 
by clvlllan agencies and recogmzed the need 
for penodrc review of the cost factors used to 
formulate EOQ tables ms method of replen- 
lshment uthzed a mathematical formula to 
determine the order size which would mml- 
maze total procurement and mventory- 
carrymg costs The rehabtity of the formula 
was dependent on the accuracy of the pro- 
curement and mventory cobt factors used m 
the calculations 

The Boulder Supply Section of the 
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Boulder Laboratones located at Boulder, 
Colorado, used an EOQ table m the replen- 
lshment of storeroom stock Howevex, the 
table m use had been developed over 3 years 
before and the procurement and mventory 
cost factors used m the formula had not been 
subsequently revlewed or updated 

Since the rehablllty and effectiveness of 
the EOQ prmclple of stock replenishment was 
dependent on the accuracy of the cost factors 
used m developmg the EOQ table, we con- 
cluded that the Boulder Supply Sectlon 
should review the cost factors to determme 
whether they were still appropnate 

We therefore recommended that the 
Boulder Supply Sectlon review, and revise if 
necessary, the procurement and mventory- 
carrymg cost factors used m the EOQ for- 
mula We recommended also that action be 
taken to provide for the penodlc review of 
these cost factors In July 1969 the Dnector 
of the Bureau advised us that the cost factors 
would be revlewed (Report to Director, 
Natlonal Bureau of Standards, Department of 
Commerce, Aped 29, 1969) 

126 LEASING COPYING MA- 
CH IN ES-We made a review of copymg 
machmes leased by the Department of Com- 
merce to determme the avsulablhty of ma- 
chmes which could provide services at a more 
economical cost We mformed the Assistant 
Secretary for Admmistratlon by letter that, m 
our opmion, more economical machmes were 
available and that cost had not been con- 
sidered m approvmg the leasing of copying 
machmes We suggested that the Department 
estabhsh detded procedures to provide gLUd- 
ante m ldentlfymg the most econonucal 
machme that could meet requirements 

The AssIstant Secreta@ rephed that he 
did not beheve that it would be efficient for 
each agency to engage m the expensive re- 
search and testing that would be requn-ed to 
develop and update cntena for the selection 

of copymg machmes He stated that this task 
should be performed by the General Semces 
Adrmmstration (GSA) for the use and benefit 
of all Federal agencies He also advised us that 
the Department was m the process of con- 
ducting a study of copymg eqmpment and 
services m the Commerce Bulldmg m Washmg- 
ton, D C! , to develop an optimum plan relat- 
mg to fast copy technology 

By letter report to the AssIstant Secre- 
tary m Apd 1969, we restated our posItIon 
pomtmg out that correspondence between 
GSA and the Asslstant Secretary mdlcated 
that GSA was of the opmlon that the unposl- 
tlon and exercise of control on the use of 
copymg machme eqmpment could best be 
admmlstered by each agency mvolved We 
also suggested that the copying machme 
market be kept under constant review by the 
Department m order to take advantage of sav- 
mgs generated by technological advances 
(Report to Assistant Secretary for Adnums- 
tration, Department of Commerce, Aped 1, 
1969) 

127 OUTFITTING VESSELS 
ACTIVATED FOR USE IN SOUTHEAST 
ASIA-In November 1969 we reported to the 
Congress that the Mantlme Admlmstration, 
Department of Commerce, had not estab- 
hshed adequate procurement procedures to 
guide three coast dlstnct offices m purchasmg 
equipment and supply items for outfittmg 
vessels mthdrawn from the National Defense 
Reserve Fleet for service m Southeast Asia 
Each dlstict developed its own methods and 
procedures for accomphshmg the procure- 
ment function, and, as a result, Mantlme did 
not, m our opmlon, take advantage of oppor- 
tunities for reahzmg significant econonues m 
the procurement of outflttmg Items for the 
vessels 

We found that separate and uncoordl- 
nated purchases by the mdlvldual dlstncts of 
12 Items selected for review resulted m slg- 
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mficant differences m the prices pard for the 
items On the basrs of these differences, we 
beheve that program expenditures nught have 
been reduced by about $195,000 through 
improved procurement procedures Also, Mar- 
rtrme had not taken full advantage of the eco- 
nomies available by usmg Government sources 
of supply Many small supply Items, such as 
handtools, pamts, and cleanmg supphes, were 
avarlable but generally were not purchased 
from Government sources of supply 

We recommended that the Actmg Marr- 
tnne Admmrstrator estabhsh umform procure- 
ment procedures to be followed by the coast 
drstnct offices for outfrttmg vessels from the 
reserve fleet Such procedures should mclude 
provrsron for (a) standardrzmg outfrttmg 
items and estabhshmg umform speaficatrons 
for standard items, (b) makmg maxlfnum use 
of consohdated purchases through central 
procurement and obtammg formal competr- 
tron, and (c) utrhzmg Government sources of 
supply whenever possible 

In June 1968 the Acting Marrtnne 
Admmrstrator advrsed us that a study group 
had been appomted to study the complete 
log&c support system of the operatron He 
stated that the study group had defined hrgh 
volume, high cost, log&rcal support mater& 
which were susceptrble to purchasmg through 
central procurement, as well as from Gov- 
ernment supply sources Also, the drstrrct 
coast dn-ectors had engaged m negotratrons 
wrth then respectrve General Services Admm- 
istratron supply outlets to arrange for optr- 
mum use of these supply sources m provrdmg 
for the logrstrc needs of the Government- 
owned ships Fmally, standard reqursrtrons 
for stores’ equipment and subsrstence Items 
had been developed by the study group and 
nnplemented by the Coast Drstncts to ensure 
more posltrve control over matenal usage and 
to rmmmrze over ordering 

We believe that the actrons taken by 
Marrtlme were responsive to our recommen- 
datrons and, If properly Implemented, would 

benefit not only the present operatron of the 
shrps m support of the actrvrtres m Southeast 
Asia but should also greatly benefit the Gov- 
ernment should Mar&me be requested to actr- 
vate the reserve fleet shrps m the future 
(B-l 18779, November 4, 1968) 

128 USE OF BLANKET PURCHASE 
AGREEMENTS-In April 1969 we reported 
to the Director, Natronal Bureau of Stand- 
ards, Department of Commerce, that durmg 
our survey at the Boulder Laboratones 
located at Boulder, Colorado, we noted that 
establrshed dollar hmrtatrons may have 
restricted- the use of blanket purchase agree- 
ments (BPAs) and that by hftmg such restrrct- 
Ions possible savmgs could be effected 

We observed that, of $4 8 mrlhon worth 
of supphes and equipment procurement at 
Boulder m fiscal year 1968, BPAs or reserva- 
tions were utrhzed for only about $858,500 
We did not determme the relative admmrstra- 
trve cost to the Boulder Supply Section for 
purchasmg items by using BPAs compared to 
mdrvrdual purchase orders However, a 1964 
General Servrces Admmlstratron (GSA) report 
on a study of purchasmg and contracting 
operatrons at Bureau headquarters showed 
that the cost to purchase each hne Item was 
25 cents under BPAs and $2 47 on informal 
(open market) purchases On the basis of the 
GSA study, rt appears that savings could be 
effected rf greater use were made of BPAs for 
replemshmg storeroom items 

Procurement offrcrals at Bureau head- 
quarters m Garthersburg, Maryland, informed 
us that the dollar hmrtatrons were established 
to ensure that mdrvrdual purchase orders wrll 
be prepared for all purchases of nonexpend- 
able capital items m excess of the lmntatrons 
Accordmg to a Bureau offrcral, the prepara- 
tron of mdrvrdual purchase orders assured that 
the Items purchased would be caprtahzed and 
recorded on the property management 
records, and thus the Bureau would be pro- 
vrded wrth a means of mternal control over 
such purchases Our survey showed, however, 
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that the same internal control could be 
accomphshed under the BPA system Procure- 
ment offlclals at Bureau headquarters agreed 
vvlth our view and on February 24, 1969, the 
Chef, Procurement Sectlon, removed the 
Bureau’s dollar hmltatlons on the use of BPAs 
for all Bureau procurement 

However, m dlscussmg the possible m- 
creased usage of BPAs, we were advlsed by a 
Boulder procurement official that all pur- 
chases must be identified wth an mdlvldual 
project number for fiscal purposes and that 
use of a single BPA for numerous projects was 
unsatisfactory for tlus purpose We recogmzed 
the need to associate all purchases with the 
mdlvldual project number for fiscal purposes, 
however, this need did not preclude the use of 
BPAs for storeroom replenrshment smce each 
storeroom had a separate project number and 
a separate BPA could be established for each 
vendor supplymg a particular storeroom We 
therefore recommended that the Boulder Lab- 
oratones make greater use of BPAs where 
practical and feasible m the procurement of 
supplies, mcludmg storeroom replenishment 
items 

In July 1969 the Dlrector of the Bureau 
advlsed us that the use of BPAs for storeroom 
replenishment purchases was feasible and that 
appropriate BPAs were bemg negotiated 
(Report to Director, Natlonal Bureau of 
Standards, Department of Commerce, April 
29, 1969) 

129 ACQUISITION OF TELETYPE- 
WRITERS-III September 1968 we reported 
to the Congress that the General Services 

Admmstration (GSA) &d not evaluate ade- 
quately the relative financial advantages of 
acqullrng teletypemters and related mamte- 
nance by means other than leasmg because 
GSA beheved that the results of a cost com- 
pmson would not have sufficiently overcome 
pohcy and other noncost conslderatlons 

We estimated that, after the present con- 
tract expires, the acqulsltion of the teletype- 
mters by an alternative method or the nego- 
tlation of a new leasing arrangement more in 
hne with the cost of an alternative method 
could result m cost reductions ranging from 
$2 4 nulhon to $5 m&on over the remanung 
useful hfe of the teletypemters 

We also reported that GSA’s ability to 
pursue the most econonncal alternatlve at the 
expxatlon of the present leasmg arrangement 
would be lmuted because the tmff filed by 
the contractor for the Advanced Record 
System service contamed a provlslon whch 
restricted GSA to using a leasmg arrangement 
m acqulnng teletypewriters for use by civil 
agencies 

We recommended that, prior to the expl- 
ration of the present contract, the Admmls- 
trator of General Services mltlate action to 
ehmmate the tanff provlslon that prohblts 
the use of Government-furmshed teletype- 
writers by GSA and other clvll agenaes We 
recommended further that the Adrnmlstrator, 
in future commumcatlons procurements, 
gwe conslderatlon to alternatlve means of 
obtammg the semces and to the relative costs 
thereof so that the means most favorable to 
the Government may be determmed 
(B-l 62 104, September 12, 1968) 
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RESEARCH AND DEVELOPMENT 

RESEARCH AND DEVELOPMENT- 
GENERAL 

130 CONTRACTING FOR RE- 
SEARCH WITH GOVERNMENT-SPON- 
SORED, NONPROFIT ORGANIZATIONS- 
On ApIll 30, 1962, the President transrmtted 
to the Congress a report entltled “Govern- 
ment Contracting for Research and Develop- 
ment ” Extensive hearmgs were subsequently 
held by the House Committee on Government 
Operations, and the SubJect has contmued to 
be lllghly nnportant Government expend- 
tures for research and development have 
mcreased from about $10 3 bllhon m 1962 to 
about $17 3 bllhon m 1969 About 80 per- 
cent of the expenhtures are adrmmstered 
under contracts 

We reviewed one of the more controver- 
slal elements m the 1962 report the purpose, 
amount, and use of the fee or management 
allowance-to the extent of about $9 nulhon 
annually--provided In contracts with 
Government-sponsored, nonprofit orgamza- 
trons Our report on the review was issued to 
the Congress m February 1969 

The guldehnes m the 1962 report advo- 
cated the payment of fees to nonprofit organ- 
izations for the followmg reasons (a) to 
provide some degree of operational stablllty 
and flexlblllty to orgamzatlons othenvlse 
bound to the lmutatlons of cost fmancmg of 
speclflc tasks and (b) to conduct some mde- 
pendent, self-mltlated research m order to 
obtam and hold h.~ghly competent sclentlsts 
and engmeers 

We concluded that the purpose estab- 
lished for the fee m 1962 had not been ac- 
comphshed satlsfactonly and that the fee had 
not been admmlstered m accordance with the 
1962 guldehnes In some mstances the non- 
profit orgmzatlons were acc;umulatmg the 
fees to perrmt lverslficatlon mto new fields 
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and were not usmg them to any appreciable 
extent to conduct independent research Also, 
the fees pad to the orgamzations and the 
bases used for determmmg the amounts varied 
slgmflcantly among Government agencies 

We noted also that no action had been 
taken with respect to an nnportant recom- 
mendation m the 1962 report that conmdera- 
tlon be gwen to the estabhshment of Govern- 
ment “lnstltutes ” The recommendation 
envlsloned that such institutes would be 
separate corporate entities, subject to the 
supervision of a Cabmet officer or agency 
head, and would provide a means for conduct- 
ing in-house research and development 
programs 

With respect to fees for sponsofed non- 
profit orgamzatlons, many Government agen- 
cies agreed that there was a need for 
Government-wide guldehnes With respect to 
the estabhshment of Government institutes, 
the agencies felt, m general, that the SubJect 
warranted consideration 

We expressed the behef that, m mew of 
the changes m the 7 years after the pohcies on 
contractmg for research and development 
were estabhshed, the sublect of the proper 
role of Government-sponsored nonprofit 
orgamzations was of sufficient nnportance to 
warrant a Presidential-directed mteragency or 
commlsslon study As an alternative 
recommended 

-That the Bureau of the Budget prescribe 
Government-wide guidance to agencies 
In estabIIshmg and contracttng with 
sponsored nonproftt organizations 

-That the Bureau of the Budget and the 
CIVII Service Commlsston conduct a 
follow-on study to consider what types 
of organlzatrons could best assist the 
Government In fulfilling Its research and 
development mIssIons, mcludlng con- 

we 



sIderatIon as to the deslrablllty and feas- 
ib~lrty of establishing Government 
institutes 

(B-146810, February 10,1969) 

131~ FUNDING OF RESEARCH 
AND DEVELOPMENT EFFORTS-Durmg a 
review m a contractor’s plaht, we noted that a 
substantial amount of research and develop- 
ment effort was being financed with procure- 
ment funds rather than research and develop- 
ment funds We therefore extended our 
review to the contracting agency, the An 
Force Space and Ml&e Systems Organization 
(SAMSO) Our report was issued to the Con- 
gress m May 1969 

We found that, during the period 1964 
to 1967, SAMSO had awarded supplemental 
agreements totahng $22 5 nullion to three 
MINUTEMAN missile motor contractors for a 
product nnprovement program These agree- 
ments were financed wrth rmsslle procurement 
funds Most of the work performed, however, 
mvolved, m our oplmon, research and develop- 
ment effort rather than product improvement 
and should have been financed wth research 
and development funds 

SAMSO offlclals cited an hr Force pro- 
curement mstructlon as then authority for 
the financmg We found, however, that the 
disclosure and approval procedures of the 
Instruction had not been followed As a re- 
sult, no higher level of authonty had had the 
opportumty to consider the matter 

We proposed that (a) full dlsclosule be 
made m program budget subrmsslons to allow 
for ready detection and cntlcal evaluation of 
slgmficant provlslons for product lmprove- 
ments by officers havmg budget approval 
responslblllty and (b) research and develop- 
ment effort be procured mth research, devel- 
opment, test, and evaluation funds rather 
than funds appropnated for the procurement 
of approved equipment We suggested also 
that the An- Force clarify the provlslons of Its 

mstructlons and that the Secretary of Defense 
examine mto the matters discussed m our 
report to deternune If smular situations 
existed m other An Force programs or m 
other orgamzatlons wlthm the Department of 
Defense 

The Department of Defense advised us 
that it had revised its mstructlon and that the 
Atr Force was revlsmg and updating its m- 
struction The Department advised us also 
that the Army and Navy had stated that they 
had no knowledge of any funding devlatlons 
of the type discussed m our report and that a 
review by the hr Force Log&cs Command 
had not disclosed slrmlar instances 

We beheve that the actions taken or 
being taken should preclude recurrence of 
cn-cumstances such as those discussed m our 
report (B-146876, May 7,1969) 

132 CONTROL OVER AMMUNI- 
TION DEVELOPMENT-The Army Matenel 
Command 1s responsible for developmg con- 
ventional ammumtlon required by the Army, 
Au Force, and Marme Corps We made a re- 
view of the management controls over these 
operations Our report on the review was 
issued to the Congress m September 1968 

The Aiiny had estabhshed procedures 
reasonably adequate for enabhng management 
to identify and to correct deficlencles m 
ammumtlon pnor to completion of develop- 
ment The procedures included five dlstmct 
m-process reviews, or penodlc evaluations, at 
specified pomts m the development process 

In our opmion, Headquarters, Army 
Materiel Command, was not adequately mom- 
tormg the development programs or requnmg 
project managers to perform the necessary 
reviews Insufflclent management control had 
been, m large part, responsible for the devel- 
opment and production of unacceptable 
ammumtlon m the past 

In our review of 11 items of conven- 
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tlonil ammumtlon that were m the develop- 
mental stage, we found that the following two 
items had been approved for production al- 
though none of the required m-process re- 
views and evaluations had been performed 
during the course of then development 

-73,000 rounds of howitzer cartridges at 
a cost of $21 mllllon 

-115,000 rounds of recollless rifle car- 
tridges at a cost of $31 million 

For the remammg mne Items we re- 
viewed, we found that, on the basis of their 
respective stages of development, a total of 30 
renews and evaluations should have been 
made, however, only s1x had been made 

Although reviews had been made by the 
Army Audit Agency of certam operations m 
ammumtlon, they had not covered the man- 
agement of m-process renews 

In bnngtng our findmgs to the attention 
of the Department of Defense we proposed 
that 

-The Army clarify exlstlng reporting rn- 
structlons to ensure that proposed and 
completed actions In development pro- 
grams are recorded and reported 
through command channels 

-The Army maintain closer supervision 
over research and development actlvltles 
to ensure that m-process reviews actu- 
ally are made 

-The Army Audtt Agency Include m- 
process revms rn Its aud It programs 

The Army, m its reply on behalf of the 
Department of Defense, stated its agreement 
with these proposals and cited corrective 
measures that had been taken (B-157535, 
September 27,1968) 

133 ARSENAL MANAGEMENT OF 
AMMUNITION RESEARCH AND DEVEL- 
0 PM E NT -The Plcatmny Arsenal, operated 

by Department of the Army, IS the prmclpal 
agency m the Department of Defense for the 
research and development of conventional 
ammumtlon for the Armed Forces As stated 
m our report issued to the Congress m 
November 1968, we found that the Arsenal 
needed to improve its management of re- 
search and development to prevent the posse- 
ble premature mass production of ammum- 
tion 

There was a need for unprovement m the 
accuracy and completeness of mformatlon 
rehed upon to deternune when an Item of 
ammumtlon was ready for mass production, 
m the mvestigatlon and correction of defiaen- 
cles disclosed by development tests, and m 
the scheduhng and performing of production 
engmeermg reviews There was also a need for 
nnprovement in testing ammumtion perform- 
ance under various chmatic condltlons pnor 
to production, m the performance of reviews 
at critical pomts m the research and develop 
ment process, and m the scope of internal 
audit reviews of management 

We found that (a) the Arsenal and other 
Army organizations involved m the research 
and development process were not complying 
mth the exlstmg pohcles and procedures and 
(b) there was a need to strengthen management 
controls to ensure comphance with these 
pohcles and procedures 

The Assistant Secretary of the Army 
(Research and Development) stated that cor- 
rective actions had been taken or planned on 
these findmgs (B-157535, November 27, 
1968) 

134 INDIRECT COST OF FEDER- 
ALLY SPONSORED RESEARCH-In ac- 
cordance with a request by the Chairman, 
House Committee on Appropnatlons, and a 
smular requvement m the House Conference 
Report on the Department of Defense Appro- 
pnatlon Act for 1969, we made a study of 
mdlrect cost of federally sponsored research, 
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performed prnnanly by educatlonal mstltu- 
tlons The purpose was to assist the legslatlve 
and appropnatlon committees m actievmg a 
reahstlc and uniform formula for ascertammg 
mdlrect costs on research grants 

In fiscal year 1968, about $1 4 bllhon m 
Federal funds were obligated to colleges and 
umversltles for basx and applied research 
The prmapal sources of the funds were the 
Department of Health, Education, and 
Welfare, $655 mllhon, the Department of 
Defense, $226 nulhon, the National Science 
Foundation, $2 11 nulhon, the Atomic Energy 
Commlsslon, $90 m&on, and the Natlonal 
Aeronautics and Space Admnnstratlon, $89 
nullion 

In June 1969, we reported to the Con- 
gress on the results of the study The report 
contained the followng conclusions 

-A umform formula, In the sense of a 
unrform percentage rate to be applied 
to drrect cost or some element thereof, 
will not result tn a realrstrc or equrtable 
determtnatron of mdrrect cost based on 
sound accountrng princtples 

--It IS not feasrble to determine mdrrect 
cost by a fixed method or procedure 
applied unrformly under all conditions 
There IS not enough standardrzatron 
among research tnstitutions and prolects 
to permit use of a umform formula or a 
fixed method of determrnmg Indirect 
cost 

-Unrform prrncrples and guIdelInes can be 
used, however, for determining Indirect 
cost, provided that they have sufficient 
flex;brlity to be applrcable to differing 
crrcumstances In an equrtable manner 
Such prrncrples and gurdelmes are pro- 
vided in Bureau of the Budget (BOB) 
Crrcular No A-21 Revrstons to A-21 
have been made from time to time wrth 
the assrstance of the Government agen- 
cies admmrsterlng research programs 
and after discussions with represent- 
atives of the educatronal mstitutrons A 

need exists, however, for further 
changes in the provisIons and admrnrs- 
tration of A-21 

-To the extent that cost sharing-a 
sharing In the cost by the research rnstl- 
tutron-+ to be requrred, relating cost 
sharing to the total cost of the research 
IS more approprrate than Imposing a 
limit on the rate of rndtrect cost Such a 
limit does not adequately provide for 
varrations In the levels of mdrrect costs 

-It appears highly desirable that some 
flexrbrltty In requrrmg cost sharing be 
provided because of the diverse ctrcums- 
tances and considerations involved Cost 
sharing could be handled by negotratron 
between the responsible Government 
agency and the awardee within such re- 
strrctrons as the Congress may Impose 

-Participants would have to consider 
those policy or program aspects as may 
be pertinent to the research Involved, 
such as (a) the degree of interest In the 
research, (b) the nature of costs to be 
incurred, (c) the effect of the work on 
the academrc programs and the fmancral 
condition of the institution, and (d) the 
destrability of using a particular mstrtu- 
tion for a speclfrc prolect 

The report contained the recommenda- 
tlon that BOB and the admmlstratlve agencies 
concerned consider provldmg more speaflc 
gwdance m A-21 m certam areas and more 
umforrmty in implementing Its provisions , 

It also contamed the observations that 

-Even wrth the most specific guidance 
practicable, vat-rations are to be expected 
in the levels and rates of Indirect cost 
These varlatlons occur because of the 
different kinds of research, the methods 
of operation, the nature of facrlrtres, 
and the organization of research actrvr- 
ties 

-If cost sharing IS to contrnue as a requ Ire- 
ment for grants, a need will exist, on a 
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redirecting then research efforts away from 
drug development We noted also certam 
&fficultles m the admmlstratlon of HEW regu- 
lations concernmg invention nghts that 
needed resdlutlon to faclhtate the discovery 
of potential new drugs 

In response to our proposal that HEW 
effect more timely determmatlons of mven- 
bon rights and clarify the circumstances 
under which such determmatlons may be 
made, we were Informed that certain meas- 
ures had been or would be taken to encourage 
screenmg and testing of new compounds We 
recommended that the Secretary of HEW 
develop and put mto effect such pohcles and 
procedures, m addition to these measures, as 
are necessary to provide adequate screening 
and testmg of compounds to faaahtate the 
development of potential drugs 

In October 1968 the Asslstant Secre- 
tary, Comptroller, mformed us that HEW was 
utihzmg a new basic mstltutlonal patent 
agreement urlth all quahfled grantee mstltu- 
tions and that wider use of this patent agree- 
ment would alleviate part of the dlfficultles 
grantee mvestlgators had encountered m 
obtalnlng screenmg services He ful ther 
informed us that the Department would con- 
tinue to make such changes m its patent 
pohcles as are necessary to foster the fullest 
utlhzatlon of compounds prepared durmg 
research sponsored by NIH (B- 16403 I (2), 
August 12, 1968) 

136 DETERMINATION OF ALLOW- 
ABLE COSTS AND RECOVERY OF OVER- 
PAYMENTS- Our review of grants awarded 
by the National Institutes of Health (NIH), 
Department of Health, Education, and Welfare 
(HEW), to SIX selected grantee mstltutions for 
the estabhshment and operation of general 
chmcal research centers showed that five 
grantees had received grant funds m excess of 
allowable costs We identified overpayments 
estimated to total about $678,000, out of 
total reimbursements of $2 3 m&on to the 

SIX grantees, for costs of hospltahzatlon of 
center patients and for mduect costs of center 
operations 

The overpayments for hospltahzatlon 
costs occurred because NIH (a) m the lmtlal 
years of the program had rennbursed the mstl- 
tutions on the basis of a cost formula which 
resulted m allowmg costs m excess of those 
based on actual patient-days, (b) had not ade- 
quately reviewed the patient per diem rates 
proposed by the mstltutlons, and (c) had not 
exammed mto the propriety of the mstltu- 
tions’ reimbursement claims The over- 
payments for mtiect costs occurred because 
NIH (a) accepted clanns for mdlrect costs 
based on certam direct costs for which related 
mdlrect costs were also being clalmed through 
hospltallzatlon reimbursement and (b) 
allowed the legal maximum rate rather than 
applymg lower overhead rates that had already 
been negotiated or negotiatmg appropnate 
rates with the mstitutlons 

We found that NIH had taken certam 
actions toward recovermg overpayments and 
precluding future overpayments In particular, 
NIH had &scontmued use of the cost relm- 
bursement for&ula for hospltahzatlon costs 
and had recogmzed the need for revlewmg 
hospltahzatlon charges by 59 general chmcal 
research centers and making adJustments in 
those cases where overpayments had been 
made because of the use of the formula 

Smce extended delays had occuned m 
the determmatlon and settlement of the cases, 
however, we recommended that the Secretary 
of HEW direct that (a) the HEW Audit 
Agency make audits of grantees’ records 
wherever they had not been made and (b) 
NIH, on the basis of such audits, make timely 
settlements of all grants which involved over- 
payments resultmg from excesslve allowances 
for hospitalization and mtirect costs 

In March 1969, the AssIstant Secretary, 
Comptroller, of HEW informed us that NIH 
(a) had requested prlonty audits on 16 gen- 
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eral chmcal research center grants, (b) had 
collected $91,000 of excessive allowances for 
hospltahzatlon costs classlfled as accounts 
receivable at the time of our report, and (c) 
was revlewmg mdnect cost mformatlon to 
determme the appropriateness of mdlrect cost 
charges to center grants and would proceed 
with settlements where overpayments were 
found (B-164031(2), December 26, 1968) 

137 ANALYSIS OF ESTIMATED 
AND ACTUAL COSTS OF CERTAIN 
MAJOR RESEARCH FACILITIES-h a re- 
port to the Congress dated February 20, 
1969, we pomted out that, through fiscal year 
1968, the costs of the capital faclhtles and 
equipment compnsmg the Atomic Energy 
Commrsslon’s (AEC’s) zero gra&ent synchro- 
tron (ZGS) accelerator and experimental com- 
plex at the Argonne Natlonal Laboratory 
totaled about $108 5 m&on Of thrs amount, 
about $51 4 m&on represented the cost of 
constructmg its basic facllltles and about 
$57 1 nulhon represented the cost of addl- 
tions, modlficatlons, improvements, and 
equipment acqusition 

We stated that, m our opnuon, the slgmf- 
lcant difference between the amount author- 
lzed for the basic ZGS facllltles-about $42 
mllhon-and the costs of about $108 5 
m&on for the facfities and equipment that 
constituted the ZGS complex illustrated a 
fundamental problem mth large accelerator 

L proJects, namely, that requests for authorrza- 
tion of a basic accelerator do not provide the 
Congress with complete mformatlon regardmg 
the total estimated costs of associated fack- 
ties and equipment or the related future 
funding requirements 

With respect to the 200 b&on electron 
volt accelerator under construction at Weston, 
Illmols, we noted that AEC expected to mcur 
costs of about $153 rmlllon for faclhtles and 
equipment through June 30, 1977-the fifth 
year followmg the date estimated for obtam- 
lng the InIt& particle beam from the 

accelerator-m addition to the $250 rmlhon 
estimated cost of the basic project 

We suggested that AEC estabhsh a proce- 
dure requlnng that future requests for author- 
ization of accelerator projects and other 
research devices-such as reactors-Include, as 
mformatlon, estimated cost data concermng 
all capital costs expected to be incurred 
dunng the construction of the proJect and for 
a specific time after completion of construc- 
tlon-perhaps 5 years We suggested also that 
AEC furmsh the Joint Commlttee on Atonuc 
Energy wh penodlc information showmg the 
total costs mcurred for the capital faclhtles 
and equipment constitutmg the entire expen- 
mental complex AEC agreed to accept our 
suggestions (B-l 59687, February 20, 1969) 

138 BUDGETING, FINANCIAL 
CONTROL, AND ESTABLISHMENT OF 
RESEARCH PRIORITIES-During our review 
of the biology and medicme research program 
of the Atonuc Energy Commlsslon (AEC), 
which was performed at the request of the 
Joint Comnuttee on Atormc Energy (JCAE), 
we noted that the procedures for estabhshmg 
research pnontles, both at the laboratorres 
coyered m our review and wlthm AEC’s Dn+ 
slon of Biology and Medlcme (DBM), were 
informal and not generally documented 

In our report to JCAE m April 1969, we 
proposed that a more systematic method of 
selecting new research areas for the program 
be estabhshed through the use of separate 
budget subrmsslons by the laboratories, cover- 
mg the requested fundmg (a) for proJects 
already under way and (b) for proposed new 
projects m the order of pnonty determmed 
by the laboratones DBM agreed to consider 
our proposal and subsequently advlsed JCAE 
that it intended to take steps to Improve pro- 
cedures for ldentifymg and selectmg new 
research projects, including the ldentiflcatlon 
by the laboratones of the order of prlonty for 
new proJects 

We noted also that DBM obtamed data 

105 



annually from Its contractor-operated labora- 
tones provrdmg detarled Justrflcatrons of each 
proposed research area and prepared estimates 
of the costs to be allocated to each such area 
It was not DBM’s general practrce, however, 
to inform the laboratones of the amounts 
which rt beheved should be allocated to each 
research area or to requne the laboratones to 
report actual costs at the research area level 
DBM rehed on analyses of costs obtamed 
from AEC’s monthly cost-budget reports 
which compared e&mated and actual costs 
by budget category and sub-category and on 
contmumg informal contacts wrth labora- 
tones to determrne whether costs of mdrvld- 
ual research areas were substantrally different 
from those that were antrcrpated 

We suggested that, m addition to the cur- 
rent practrce of providing the laboratones 
wrth financral plans showmg the amounts allo- 
cated at the budget category and subcategory 
level, DBM separately advise the laboratones 
of estimated amounts allocated to each 
research area We suggested also that, m order 
to caprtahze on mformatron readily available 
that should further strengthen DBM’s admmrs- 
tratron of its research program, DBM arrange 
for penodrc reporting by the laboratones of 
actual costs at the research area level DBM 
advrsed us that It had adopted a procedure for 
provldmg the laboratorres wrth data on estr- 
mated amounts allocated to each research 
area and that rt planned to grve further con- 
srderatron to requesting penodrc reports of 
actual costs at that level 

We found also that the scope of work 
included under research areas rdentrfred m 
laboratory budget documents submitted to 
AEC Headquarters vaned consrderably among 
the varrous laboratones covered m our review 
Substantral differences were noted m the 
number of projects covered by mdrvrdual 
research areas In some cases, one research 
area covered many related projects, m others, 
several research areas covered only one 
project 

We suggested that DBM hmrt the scope 
of research work included under each research 
area to assist m placing responsrbrhty for the 
progress of specific research projects and to 
facrhtate the rdentrficatron of requested fund- 
mg for new and exrstmg projects DBM agreed 
that some Instances probably existed m which 
the scope of research work included under 
mdrvrdual research areas could be reduced 
DBM subsequently advised us that rt was 
reviewing thrs matter wrth the laboratones 
(B-165117, April 16, 1969) 

139 EFFORTS TO RESOLVE LAB- 
ORATORY MANAGEMENT PROBLEMS-h 
our review of the pohcres and procedures for 
managmg the brology and medrcme research 
program of the Atomrc Energy Comnnssron 
(AEC), we noted that, at two of AEC’s 
contractor-operated laboratones, srgnrfrcant 
management problems had contmued unre- 
solved over long penods of trme 

In an Aprrl 1969 report to the Jomt 
Committee on Atomic Energy, we stated that, 
m our oprmon, when problems anse at AEC 
contractor-operated laboratones that could 
adversely affect research actrvrtres and prompt 
and satrsfactory resolutron 1s not made by 
contractor or laboratory offrcrals, the prob- 
lems should become a matter of rmmedrate 
concern to AEC and forceful actron should be 
taken to the extent necessary to resolve the 
problems 

AEC mamtams a pohcy of generally not 
intervening m laboratory mternai manage- 
ment problems, and its Drvrsron of Brology 
and Medicine (DBM) Qd not agree that more 
forceful action had been needed to resolve the 
problems at the two laboratones We stated m 
the report, however, that, m our opmlon, the 
extended period of time during whrch the 
management problems existed warranted 
further action on the part of DBM 
(B-165117, April 16, 1969) 

149 EVALUATION OF RESEARCH 
PROJECTS-h a report subrnrtted to the 
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Joint Committee on Atormc Energy (JCAE) 
m April 1969 on our exammatlon mto the 
pohcles and procedures used by the Atormc 
Energy Commlsslon (AEC) and SIX of Its 
contractor-operated laboratones m managmg 
the biology and medlcme research program, 
we pomted out that the vanous formal com- 
rmttees which had been established by AEC 
and its contractors to penodlcally review the 
research program did not appear to provide 
laboratory officials mth sufficient m-depth 
program evaluations to assist them slgmfl- 
cantly m the management of the program 
These reviews appeared to be directed pnmar- 
11y to the overall performance and direction 
of the research program, and recommenda- 
tions, for the most part, were made m broad 
general terms 

One laboratory, however, had imple- 
mented a review procedure mvolvmg the 
peaodlc rating of mdrvldual research prqects, 
which appeared to be an excellent mechanism 
for provldmg management assistance to labo- 
ratory officials 

We suggested that AEC’s Dlvlslon of 
Biology and Medicine (DBM) encourage its 
other laboratones to adopt similar project 
rating systems to provide laboratory manage- 
ment wth a systematic means of peno&cally 
evaluating the quahty of mtivldual project 
research efforts DBM agreed that some sort 
of formal rating system would be useful for 
review purposes and stated that It intended to 
discuss the matter with the laboratones 
(B-1651 17, April 16, 1969) 

141 PROGRAM FOR SCREWWORM 
ERADICATION-Our review showed that, 
although we considered the screwworm eradl- 
cation program of the Amcultural Research 
Service (ARS), Department of Agrrculture 
generally successful, certam operations of the 
program could be nnproved and econonues 
could be achieved 

The techmque used to eradicate screw- 

worms, a parasite destructive to livestock, 
mvolves mass production of screwworm flies, 
the= stenllzatron by apphcatlon of gamma 
rays emitted by Cobalt 60, and their system- 
atic release from anzraft over mfested areas 
Native female flies that mate Mrlth the stenle 
factory-reared males lay mfertlle eggs, mcapa- 
ble of hatchmg 

We found that ARS might not have been 
releasmg the mmnnum quantities of flies 
needed to acheve the objectives of the pro- 
gram because mformatlon on all factors rele- 
vant to such determmatlons was not avsulable 
to declslonmakmg personnel We expressed 
the opmlon that the use by ARS of all rele- 
vant mformatlon would ensure the accomp- 
hshment of program objectives mth tile least 
number of flies and the lowest resultant pro- 
gram costs 

We found also that econonues could be 
achieved and more satisfactory meat products 
needed for the production of flies could be 
obtamed by ARS if contract provisions gov- 
erning the quality of meat were enforced We 
pomted out that personnel at the operating 
plant trnnmed fat from the meat purchased 
for the program, urlthout ARS’s obtammg 
price adjustments, even though contract 
speclflcatlons required the removal of the fat 
by the suppliers of the meat m order that It 
might be placed directly mto the production 
process without trnnmmg by ARS personnel 
Moreover, we found that inventory records of 
meat were not current, complete, or ac- 
curate, which precluded the effective use by 
program personnel of mventory data 

We proposed that ARS establish specific 
guidelines and procedures for documentmg all 
relevant mformatlon used by management m 
makmg declslons that regard the quantities of 
fhes to be released We proposed also that 
ARS direct program officials to enforce con- 
tract provlslons and establish and implement 
an adequate system of mventory records and 
internal controls 

ARS, m commenting on our proposals, 
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mformed us that it planned to add expert 
epldemlologtsts to the screwworm eradication 
program staff m order to more effectively 
plan fly drops and document the reasons for 
each release and to develop methods for recall 
of essential mformatlon to be apphed m 
future fly-release decfilons ARS also advised 
us that rts meat contract specifications had 
been rewed and that its eradication program 
staff had been mstructed to adhere closely to 
specifications and to insist on full compliance 
with speclficatlons by meat supphers Also, 
ARS stated that It had changed Its method for 
conductmg and reportmg mventones to a 
method that would provide the controls sug- 
gested by us (B-133192, March 20, 1969) 

142 NEGOTIATING MANAGE- 
MENT FEES-Under the terms of its cost 
reimbursement contract for the operation of 
ICltt Peak National Obs_ervatory, the National 
Science Foundation agreed to pay the con- 
tractor, a prrvate nonprofit corporation, an 
annual management fee which was Intended 
to provide fot the normal operating expenses 
of the contractor not reimbursable under the 
contract and to enable the contractor to accu- 
mulate capital equivalent to about 2 years’ 
corporate expenses In a report subnutted to 
the Congress m December 1967, we pomted 
out that the fees negotiated between fiscal 
years 19.58 and 1966 had enabled the contrac- 
tor to accumulate a corporate reserve of more 

than four times the corporate expenses 
mcurred dunng fiscal year 1966 

We recommended that the Foundation, 
m negotlatmg the management fee for the 
next contract penod, gve appropriate con- 
sideration to the reserve accumulated by the 
contractor before determmmg the level of 
fundmg The Dlrector agreed wrth our views 
and, during negotlatlons of the 2-year con- 
tract effective October 1, 1968, m recogmtlon 
of the contiactor’s accumulated corporate 
reserve and related corporate - aisets, negotl- 
ated a reduction m the annual fee from 
$130,000 to $70,000 a year 

Shlarly, the Foundation negotiated 
reduced management fees under 2-year con- 
tracts, effective m fiscal year 1969, for the 
operation of two other Foundation-supported 
national research centers-the Cerro To1010 
Inter-Amencan Observatory m Chile, South 
America, and the National Radio Astronomy 
Observatory m Green Bank, West Vlrmla- 
because of the accumulation of corporate 
reserves by the operatmg contractors For one 
of the centers, the annual fee was reduced 
from $50,000 to $30,000 and for the other 
center from $125,000 to $100,000 annually 
Thus, the total aggregate annual fee reduction 
for the three centers was $105,000, or 
$210,000 for the ‘t-year contract periods 
(B-133338, December 14, 1967) 
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INTERNAL MANAGEMENT PRACTICES 
AND RELATED CONTROLS 

ACCOUNTING AND FISCAL MATTERS 

143 FUNDING PRACTICES FOR 
PROCUREMENT OF SPARE PARTS-In a 
prror revrew of the abrhty of the nuhtary sup- 
ply systems to respond to mcreased demands, 
we observed that some supply-support prob- 
lems were apparently the result of the prac- 
tree of releasmg procurement funds on a 
piecemeal basrs Therefore we undertook a 
hunted exammatron mto the effects of such 
fundmg practrces on the procurement of aero- 
nautrcal spare parts by the Au Force Our 
report on the exammatron was issued to the 
Congress m August 1968 

We found that m fiscal years 1966 and 
1967 the Department of Defense released 
funds to the nuhtary departments on a prece- 
meal basis The An Force, m turn, released 
funds to its procurement centers on a prece- 
meal basis and wrthout advance notice as to 
the amounts that would be made avarlable or 
when they would be made avarlable 

The funds made available to the procure- 
ment centers were less than the funds needed 
to cover computed requrrements The mcre- 
mental funding created addrtronal drfficultres 
for the procurement centers m their manage- 
ment of the hnuted funds m that 

-Spare parts could not be purchased In 
larger, more economlcal quantities 

-Prices were Increased by contractors be- 
cause of delays by the procurement 
centers In placing orders 

-Admrnlstratlve costs of procurement 
were increased because of addItional 
paper work 

-Procurement on a piecemeal basts In- 
creased the likelihood of shortages of 
spare parts which could adversely affect 
the operational readiness of the aircraft 

The Assistant Secretary of Defense 
(Comptroller) stated that the numerous fund 
releases m fiscal years 1966 and 1967 were 
neither desn-able nor economcal but were 
necessary under the then-exrstmg cvcum- 
stances Further, we were mformed that the 
An Force attempted, m fiscal year 1968, to 
reduce the number of separate fund alloca- 
tions to the An Materrel Areas We were m- 
formed also that the other nnhtary depart- 
ments pursued the same objective and that 
the Office of the Secretary of Defense was 
cooperating m every way possible 

We pomted out that smular condrtrons 
could recur and could agam necessrtate close 
fund control and incremental releases of 
funds We recommended that, m that event, 
conslderatron be grven by the Department of 
Defense and the mrhtary departments to the 
addrtronal costs and other adverse effects of 
mcremental fund releases and that efforts be 
made to reduce the practrce to a mrmmum 
We recommended also that as much mforma- 
tron as possible be furmshed to inventory 
management actlvrties as to amounts of funds 
that would be available and the probable 
release dates, to facrhtate the plannmg of 
then procurement programs The Department 
of Defense agreed (B-164301, August 27, 
1968) 

144 ADMINISTRATION OF THE 
FOREIGN MILITARY SALES FUND-The 
Department of Defense administers a revolv- 
mg fund known as the Foreign Military Sales 
Fund which has been utrhzed for extending 
credit to foreign military sales customers 
under provrsrons of the Foreign Assistance 
Act of 196 1, as amended (FM) FAA re- 
qurres that an mtegral set of accounts be 
mamtamed for the loans and sales made under 
the act 

The Mrhtary Assistance Comptroller 
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recogmzed the need for an integral accountmg 
system on a commercial basis and estabhshed 
accountmg records for this purpose as of July 
1, 1965, the date the requn-ement was effeo 
tlve These accounts were designated “pro- 
pnetary accounts ” The propnetary accounts 
are mtended to provide the basis for 
preparation of fmanclal statements and to 
provide an appropnate basis for auditing 
“m accordance with prmclples and procedures 
applicable to commzrclal corporate trans- 
actlons ” 

In Apnl 1969 we reported to the Secre- 
tary of Defense that improvements were 
needed if accountmg records and related 
financlal statements of the fund were to ade- 
quately disclose the fund’s financial condn- 
tlon We found that the fund’s accountmg 
records were not m proper condltlon for 
auditing m accordance with prmclples and 
procedures apphcable to commercial transac- 
tions, because these records were not mam- 
tamed on the accrual basis or m a current 
condltlon and because accountmg practices 
being followed posed dlfficultles m attempt- 
mg venficatlon of the records We noted that 
financial statements for the fund had not 
been prepared on the accrual basis and that, 
consequently, substantial balances had been 
ormtted We also questloned the accuracy of 
stated balances for loans receivable and ques- 
tioned certam other aspects of accountmg and 
reporting 

Tn view of recent legslatlon mltlatmg an 
estimated lo-year penod of fund hqmdatlon, 
which began June 30, 1968, and dlrectmg 
that assets of the fund be avdable for dls- 
charge of its habllltles and for transfer, from 
time to time, to the general fund of the Tleas- 
ury dunng the hquldatlon period, we beheve 
that it 1s of particular importance to get the 
fund’s accounting records on a sound basis 

We suggested that the Secretary of De- 
fense dn-ect that the accountmg records of the 
fund be placed on the accrual basis as quickly 

as possible and that prompt action be taken 
to analyze and adjust the accounts to reflect 
the correct and proper balances 

The Deputy Dlrector of Mlhtary ASUS- 
tance responded that steps were bemg taken to 
put the fund’s accounting system on the 
accrual basis but that full lmplementatlon was 
not considered feasible pnor to the extension 
of the accrual basis to all Department of De- 
fense accountmg systems He advised us that 
special efforts were bemg made to nnprove 
the accountmg records and that, by arrange- 
ment with the Treasury Department, the M&- 
tary Assistance Comptroller would contmue 
to mamtam the accounts durmg the hqmda- 
tlon period (B-16573 1, April 16, 1969) 

145 ACCOUNTING SYSTEMS IM- 
PROVEMENT EFFORTS-h a letter to the 
Director, United States Information Agency 
m February 1969, we stated that, on the basis 
of observations made durmg our work mth 
Agency representatives m the development of 
an improved financial management system, 
we concluded that the present duectlon and 
level of the effort bemg made and those 
planned might not be appropriate to accom- 
phsh, on a timely basis, the sizable and com- 
plex tasks of deslgnmg, developmg, and m- 
stalhng an adequate accountmg system 

We urged the estabhshment of an ac- 
countmg system development plan and the 
apphcatlon of an adequate number of techm- 
tally quahfied personnel to accomplish the 
work called for by the plan An append= to 
our letter hsted specific accountmg system 
problem areas which, we beheved, reqmred 
attention by the Agency 

We suggested, that, if It were found 
lmpractlcable to provide the needed capablhty 
m-house, conslderatlon be gven to engagmg a 
recogmzed national pubhc accountmg firm 
for portions or all the design and installation 
phases of the process and to provide com- 
petent m-house staff to work with the con- 
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tractor and to operate and mamtam the sys- 
tem after its mstallatlon 

In March 1969 we were Informed by the 
Director that a workmg group of responsible 
officials wlthm the Agency had been estab- 
lished and, on the basis of that group’s recom- 
mendation, Agency funds had been budgeted 
to engage a quahfied natlonal pubhc account- 
mg firm to ad m the design and development 
of the system He stated also that competent 
m-house staff would be avdable to work mth 
the pubhc accountmg firm and that the steer- 
mg group would be contmually available to 
guide this effort Subsequent to the Director’s 
letter, we were mformed by Agency officials 
that a contract had been awarded on June 16, 
1969, to a nationally recogmzed fnm for 
assistance m deslgnmg an Improved account- 
mg system (B-l 15365, Febi-uary 10, 1969) 

146 DEVELOPMENT OF AC- 
COUNTING SYSTEM-In August 1969 we 
reported to the Director of the Peace Corps 
on the extent of progress bemg made and the 
deficiencies requnmg correction m order to 
achieve an adequate accounting system We 
urged the Peace Corps to strongly support the 
current effort to design and install an lm- 
proved accountmg system We also recom- 
mended that the Corps provide adequate 
resources to mamtam the nnproved account- 
mg system after its Installation and to review 
it m operation under an adequate internal 
audit program to ensure that the system will 
operate effectively as a tool of management 
(B-165743, August 15,1969) 

147 ACCOUNTING SYSTEM 
IMPROVEMENTS (al-As a result of our review 
of the Agency for Internatlonal Development 
(AID) accounting system for the advance 
acqulsltlon of exc,ess property, we pomted 
out to AID officials the need to mcorporate 
certain revlslons before the system design 
could be fully approved by the Comptroller 
General These revlslons related to 

-Recognlzmg rehabilttatlon costs appllca- 

ble to future periods as Inventory rather 
than as expense In order to achieve a 
more appropriate matchmg of costs and 
revenue In a given accounting period 

-Recording In the accounts and dwlos- 
mg in financial reports the cost and 
related Ilablllty for accrued annual 
I eave 

-Allocating, as part of the cost of the 
advance acqulsrtlon of excess property 
program, a portion of the applicable 
expenses paid from the admlnlstratlve 
expenses appropriation 

-Establish Ing appropriate budgetary 
accounts and procedures to provide for 
adequate fund control In each of the 
branch off Ices 

We Informed the Adrmmstrator, AID, by 
letter dated December 3 1, 1968, of our ap- 
proval of the design of the proposed account- 
mg system, subject to mcorporation of the 
above revlslons Currently, through the coop- 
elative efforts of the respective staffs, AID 1s 
in the process of makmg the necessary 
changes to mcorporate m the accounting 
system the revlslons cited m our letter 
(B-158381, December 3 1, 1968) 

148 ACCOUNTING SYSTEM IM- 
PROVEMENTS (b)-We reviewed the design 
aspects of the Agency for International Devel- 
opment (AID) foreign currency accountmg sys- 
tem, which was submitted to the Comptroller 
General for approval in June 1968 We 
pomted out to AID officials the need to 
(a) provide consistency m the recogmtlon of 
accrued expenditures m both proprietary and 
budgetary accounts, (b) make necessary 
techmcal refinements and language clarlfica- 
bon apphcable to accounting controls and 
procedures and account titles contaned m the 
foreign currency accountmg manual, and 
(c) provide mformatlon concermng all foreign 
currency funds to whch the system IS 
apphcable 

By letter dated January 16, 1969, we 
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informed the Adnumstrator, AID, of our ap- 
proval of the design of the proposed system, 
subject to mcorporatlon of the above revtslons 

In May 1969, AID subnutted a reused 
foreign currency accountmg manual whch 
gave effect to and mcorporated the changes 
agreed upon by our respective staffs as a baas 
for full approval of the design of the account- 
mg system (B-l 58381, January 16,1969) 

149 FINANCING AND ACCOUNT- 
ING POLICIES-h our report to the Congress 
m May 1969, we estimated that the additional 
cost to the Government of obtamng funds m 
fiscal year 1968 through the Export-Import 
Bank of the Umted States (Bank) Issuance of 
partlclpatlon certificates rather than direct 
Treasury borrowing nught total $11 9 nulhon 
over the next 4 years In commenting on this 
aspect m our pnor report on the Bank, the 
Fiscal Assistant Secretary of the Treasury 
pomted out that the benefits derived through 
the sale of partlclpatlon certificates out- 
weighed the lfference m mterest costs 

We noted further that sales of certificates 
of beneficial mterest, begmmng m fiscal year 
1969, were not sufficiently different from 
sales of partlclpatlon cert&ates to warrant a 
different accountmg treatment m the budget 
or m the Bank’s financial statements We be- 
heve that, unless the buyer takes possession of 
the loan mstrument executed by the ongmal 
borrower and 1s free to dispose of this mstru- 
ment without restriction by the U S Govern- 
ment, certificates of beneficial mterest are a 
method of financmg, not sales of assets We 
understand that the executive branch plans to 
reflect the sales of cetificates of beneficial 
interest of the Bank as borrowmgs, begmmng 
mth fiscal year 197 1 

We noted also that the Bank had not 
found a techmque for momtormg the effec- 
tiveness of the dscount loan program and 
that the Bank did not consider several legal 
restrictions to be apphcable either to the sup- 
porting loans used by commercial banks to 

obtain the discount loan or to the use of the 
proceeds 

We hscussed a Bureau of the Budget hml- 
tatlon on the Bank’s duect loans for export 
sales of commercial aircraft and the need for 
ensurmg that the Bank’s fmancmg of such 
transactlons does not displace financing ava& 
able m foreign markets and thus result m a 
less favorable nnmedlate effect on the U S 
balance of payments 

Regardmg the discount loan program, we 
recommended that the Bank’s management 
seek methods to refine and nnprove upon the 
momtormg of this program, to enable deter- 
mmatlon of the program’s Impact on fmanc- 
mg exports The Bank, however, does not 
beheve that the impact of the discount loan 
program 1s completely measurable 

We recommended that the Bank docu- 
ment the nonavallabtity of commercial bank 
credit as part of the approval process for 
&rect loans, mcludmg alrcraft credits The 
Bank does not beheve that documentation of 
nonavdabtity of commercial bank credit 
would further ensure noncompetltlon wth 
commercial banks 

We beheve that definitive cntena need to 
be estabhshed m approvmg credit through the 
export expansion program, under which $500 
m&on of the Bank’s loan, guarantee, and 
msurance authonty was set aside to extend 
credit on the basis of more hberal cnterra for 
deterrmnmg the hkehhood of repayment The 
Bank beheves that, as experience LS gamed m 
the export expansion program, overall pro- 
gram guidance will be developed 

We proposed that the Congress rmght 
msh to consider whether legal restrictions 
apphcable to other Bank programs should be 
made apphcable to the discount loan pro- 
gram (B-l 14823, May 29,1969) 

150 IMPROVEMENTS IN EMBASSY 
AND CONSULATE ADMINISTRATIVE 
ACTIVITIES (al-In December 1968, we 
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reported to the Department of State a num- 
ber of areas where, we beheved, lmprove- 
ments should be made m the Embassy and 
consulate adrmmstratlve operations m Tha- 
land Among the findmgs reported were 

-Premature year-end procurements of 
household furnlshmgs and equipment 

- Need for adequate property-recervrng 
practices, adequate warehousing faclll- 
ties, and Improved management of 
warehouses and expendable supplies 

-Need for improvements m records of 
motor pool operations and In vehicle 
disposal procedures 

-Need for Improvements m cash control 
procedures, mcludmg perrodrc unan- 
nounced counts, more tamely deposrts 
of receipts, greater internal controls 
over collections, and reduction of on- 
hand cash balances 

-Need for improvements In trmekeeptng 
and payroll records and greater control 
over overtlme work 

Embassy and consulate offlclals generally 
agreed with our suggestions, and corrective 
actions had been taken or were planned 

We were mformed by an Embassy offi- 
cial that, except for an mspectlon made by 
the Foreign Service Inspector m March 1967, 
no mspections or audits had been made of the 
Embassy and consulate actlvltles m Thailand 
m recent years We recommended that a pro- 
gram of penodlc mternal audits would pro- 
vlde timely detection of inadequate admltus- 
trative aavltles The need for internal audit 
coverage of posts overseas had been recog- 
mzed by the Department, and steps were 
bemg taken to expand Its program of audits, 
to increase the number of personnel assigned 
to the program, and to mclude reviews of 
Embassy activities (Report to the Deputy 
Under Secretary of State for Adnumstratlon, 
December 12, 1968) 

151 IMPROVEMENTS IN EMBASSY 
AND CONSULATE ADMINISTRATIVE 
ACTIVITIES lb)-In a report to the Depart- 
ment of State m July 1968, we stated that 
mtemal audits of adrmmstratlve actlvltles had 
not been performed at the Embassy and con- 
sulates m the Federal Republic of Germany 
smce 1961 We stated further that a large 
number of the followmg matters, which 
needed correction, would probably not have 
msen if penodlc internal audits had been 
made 

-Embassy and consulate cleanmg service 
could have been acqurred at less cost by 
direct hire rather than by contract 

-Apartments were leased m excess of 
needs 

-Costs of apartments operated as tran- 
srent quarters were not being fully re- 
covered 

-Motor pools were not betng economr- 
tally operated or adequately managed 

-Equipment on hand was in excess of 
needs 

-Charges levred for personal services 
rendered were inadequate to recover 
costs 

-Inadequate controls existed over cashier 
funds, mvorces, dlstrrbutron of certain 
expenses, and repair and maintenance 
of office equipment and machines 

-Regulations were not being followed 
in computing overtime, record I ng 
receivables, reporting assets, document- 
ing sources of supply and prices, obll- 
gatmg funds, making year-end pur- 
chases, taking annual Inventories, 
preparing time and attendance reports, 
and distributing paychecks 

With respect to each of our fmdmgs, we 
made specific suggestions for corrective ac- 
tions Department officials agreed, m general, 
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with our suggestlons, and corrective actions 
have been taken or are planned We plan, as 
part of our review of Department of State 
activities, to examme actions taken on our 
recommendations (B-133017, July 19, 1968) 

152 ACCOUNTING PROCEDURES 
AND CONTROLS APPLICABLE TO AUTO- 
MATED CENTRAL PAYROLL SYSTEM- 
Our review of the Department of Health, Edu- 
cation, and Welfare (HEW) automated central 
payroll system revealed numerous errors m 
employees earmngs, leave, and payroll deduc- 
tions, errors m the Issuance of savmgs bonds, 
delays in forwarding payroll deductlon 
checks, and cash and checks left in an 
unlocked file drawer Our review revealed also 
that, although HEW internal auditors or 
special study groups had previously com- 
mented on the inadequacies of the central 
payroll system, effective corrective action had 
not been taken 

In a report Issued to the Congress m 
January 1969, we expressed the opmlon that 
HEW’s payroll system needed substantial 
Improvements to fulfill the requirements for 
an effective payroll system Among the 
Improvements that we beheved to be needed 
were (a) the estabhshment of effective con- 
trols over checks, cash, documents, and mag- 
netic tapes, (b) the development and use of 
predeterrmned control totals, programmed 
controls, and system documentation, (c) the 
Issuance of revised mstructions for applymg 
pertment payroll laws and regulations, and (d) 
the provlslon of more effective supervlslon of 
payroll activities 

In response to our suggestlons, HEW ml- 
tlated a number of actlons to improve its pay- 
roll system, mcludmg a complete redesign of 
the system Also, HEW took steps to 
strengthen its staff responsible for admm- 
lstermg the payroll system and to correct 
errors m the data In the system In our report, 
we recommended, among other things, that 
the Secretary of HEW assign a lugh prlonty to 

redesign of the payroll system and that he 
keep these efforts under close surveillance 
until the redesign 1s successfully completed 
(B-164031, January 17, 1969) 

153 USE OF OPERATING FUNDS 
FOR BUILDING RENOVATION-h Febru- 
ary 1969, we reported to the Secretary of 
Health, Education, and Welfare that about 
$535,000 of National Cancer Instltute (NCI) 
funds had been used mthout statutory 
authonty for the renovation of an existing 
Atonuc Energy Commlsslon (AEC) produc- 
tion bulldmg to provide facllltles for a 
research laboratory at the Oak hdge National 
Laboratory, Oak fidge, Tennessee The new 
laboratory was financed Jointly by AEC 
and NC1 

NC1 funds had been used for stnppmg 
and decontarmnatmg the building and for 
relocating its equipment In our oplmon, the 
conversion of tlus bmldmg constituted a 
public improvement wlthm the meamng of 
that term as used m 41 U S C 12, which pro- 
vides that no contract be entered mto for any 
public Improvement which shall bmd the 
Government to pay a larger sum of money 
than the amount appropriated for the speclflc 
purpose 

It was our view that, smce the approprr- 
atlon involved was not specifically made avll- 
able for the repaus and Improvements, the 
expenditures made for such purposes were 
Improper Because more than 3 yeas had 
elapsed smce the expenditures had been 
made, we were precluded from takmg any 
action against the accountable officer We 
suggested, however, that copies of our report 
be furnished to cogmzant officials so that 
they would be made aware of this matter and 
could take steps to preclude future nnproper 
expenditures of tbs nature (B-l 6403 1, Feb- 
ruary 18, 1969) 

154 MAXIMIZING THE INVEST- 
MENT OF EXCESS CASH FUNDS-At the 
request of the Chairman, Natural Resources 
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and Power Subcommittee, House CommIttee 
on Government Operations, we recommended 
m October 1968 on (a) whether the unm- 
vested cash balance of about $3,612,420 of 
moneys held m trust for Indians by the 
Bureau of Indlan Affairs, Department of the 
Intenor, on June 30, 1967, was excessive and 
(b) how well the changes made by the Depart- 
ment of the Intenor m Its audltmg of In&an 
Service Special Disbursing Agent actlvltles 
were working out m practice In a March 
1966 report to the Congress, we stated that 
trust funds substantially m excess of then- 
current disbursement needs had not been 
mvested by the Bureau, which had resulted m 
significant losses of interest Income to In&an 
peoples We also expressed the opmlon m our 
1966 report that the Bureau’s Office of Au&t 
should &ect special attention to rts audits of 
Indian Service Special Drsbursmg Agent actwl- 
ties 

In our March 1966 report we also 
pointed out that the Department had advised 
us that, m accordance with our proposal, an 
investment program would be established 
during the centrahzation of the Bureau’s 
accounting system We also stated that the 
Department, m Its Septermber 21, 1967, 
letter to the Chauman, had stated that a cen- 
trahzed program for the investment of excess 
trust funds was then fully operational In our 
review, however, we foupd that, although the 
investment activities had been centrahzed at 
that time, the Bureau had not developed an 
adequate program for maxlrmzmg the mvest- 
ment of unneeded cash funds 

We stated also that, m our oplmon, to 
rnaxn-mze the investment of excess funds, the 
Bureau should develop a formal program for 
investment plannmg which would provide (a) 
for deternmung the funds available for mvest- 
ment on the basis of monthly estunates 
of receipts-revenues and maturing mvest- 
men&.--and of disbursement requirements, and 
(b) for mvestment hquldlty so that funds 
would be available to meet unanticipated 
fluctuations m disbursement requirements 

We concluded that, If the Bureau had estab- 
hshed such a program, about $3 rmlhon of the 
$3 6 rmlhon of the uninvested funds de- 
posited wth the Treasury at June 30, 1967, 
could have been mvested to produce addl- 
tional income 

In commenting on our fmdmg m August 
1968, the Department advised us that the 
Bureau had adopted a new pohcy mth respect 
to investing money held m trust for Indians 
Accordmg to the Department, the new pohcy 
provides for mamtammg, as nearly as possible, 
a fully invested posltlon as well as for retam- 
mg the ability to meet unpredictable cash 
demands by placmg a portion of the funds m 
liquid investments 

In Septemeber 1968, we discussed the 
Bureau’s new pohcy urlth the Deputy Assls- 
tant Commlssloner for Adrmmstration We 
were advised that, effective July 1, 1968, the 
Bureau had adopted an investment program m 
which monthly estimates of net hsbursement 
(excess of disbursements ovel receipts) needs 
are prepared and all funds m excess of these 
estimates are invested m interest-bearmg tune 
deposits with commercial banks We were 
further informed that the dlsbursmg agent 
was attemptmg to arrange the maturity dates 
on all new investments so that time deposits 
would mature near the begmnmg and ending 
of each month and had negotiated agreements 
with v arlous banks that permitted the 
redemption of time deposits prior to their 
maturity dates without penalty or loss of 
mterest earned to the date of redemption If 
properly implemented, the investment pro- 
gram adopted by the Bureau should, m our 
opinion, substantially contribute toward 
maxumzmg the investment of excess cash 
balances 

Regarding the Chau-man’s questlon as to 
the effectiveness of the internal au&t effort as 
it relates to the actiwtles of the In&an Service 
Special Dlsbursmg Agent, we stated that the 
Department’s Director of Au&t Operations 
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had mformed us that au&ts of tti activity 
had not been made after the internal audit 
activity was consohdated at the Department 
level but that an audit was then m process 
This mternal audit work has been completed 
and an evaluation 1s planned (B-l 14868, 
October 10, 1968) 

155 LUMP-SUM INSTEAD OF AN- 
NUAL PAYMENT IN LIEU OF TAXES-Our 
audit of the Vlrgn Islands Corporation, cur- 
rently m hquldatlon, showed that a payment 
of about $1 nulhon m heu of taxes was made 
by the Corporation to the Vn-gm Islands 
Government m fiscal year 1968 Applicable 
law provided that an annual payment m lieu 
of taxes be made by the Corporation to the 
Vn-gm Islands Government Such payments 
had not been made, however, for the penod 
covering, m general, from fiscal years 1953 to 
1966 

We pomted out m a report dated May 
23, 1969, that, m our opmlon, although the 
Corporation had acted wlthm its legal author- 
ity m acknowledgmg the hablhty, the statu- 
tory requzement for makmg the payment m 
lieu of taxes mltlally had been estabhshed to 
afford the Government of the Vlrgm Islands 
year-to-year financmg and was not mtended 
to provide financmg m the form of a lump- 
sum payment upon hquldatlon Further, we 
suggested that the Congress rmght msh to 
consider whether it was appropriate fol the 
Corporation, durmg hquldation, to make to 
the Vn-gm Islands Government the lump-sum 
payment of about $1 m&on m lieu of taxes 
(B-l 14822, May 23, 1969) 

156 USE OF IMPREST FUND-We 
reported to the Commlssloner, Imnugratlon 
and Naturahzatlon Service (INS), Department 
of Justice, that our review of selected opera- 
tions of its Frankfurt, Germany, dlstnct 
office showed that the lmprest fund had been 
used for payment of compensation to typists 
employed on an hourly basis Such payments 
were not m accord with the established INS 
pohcy for use of the Imprest fund 

In our opmlon, the utlllzatlon of the 
lmprest fund to pay compensation to typists 
was not conducive to adequate review and 
control of staffing by the INS Central Office 
m Washmgton, D C Further, this means of 
paymg ad&tlonal persons did not disclose the 
true staffing posture and pemutted local man- 
agement to avoid Its responslbdlty to comply 
v&h Executive orders to reduce overseas 
employment We beheve that, if additIona 
employees could have been fully Justified, 
they should have been employed under the 
then-exstmg INS pohcy and fully disclosed m 
management reports 

In February 1969 we were mformed by 
the Commlssloner, INS, that the Frankfurt 
office had been instructed to dlscontmue pay- 
ment for typing services, other than for 
emergency or special need, from the nnprest 
fund (B-l 2505 1, August 30, 1968) 

157 ADJUSTMENTS AFFECTING 
PRIOR YEARS’ TRANSACTIONS-Our 
exammation of the fiscal year 1968 financial 
statements of Federal Pnson Industnes, Inc 
(FPI), Department of Justice, showed that 
accounts wele not mamtamed for recordmg 
adJustments effectmg pnor years’ tiansac- 
tions Tlus resulted m overstatmg or under- 
stating current fiscal year transactions 

For example, during fiscal year 1969, an 
adjustment of about $84,000 was made to 
current sales for a reduction m the price of 
shoes sold to the Defense Supply Agency 
during fiscal year 1968 As a result profits for 
fiscal year 1969 ~111 be understated 

We recommend that, to ensure that only 
current fiscal year transactions are shown m 
FPI financial statements, an account be 
estabhshed for recordmg adjustments affect- 
ing pnor years’ transactions 

The Assistant Attorney General for 
Admmlstration informed us that necessary 
correctwe action would be taken to provide 
for adJustmg pnor years’ transactlons n-i the 
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retamed earnmgs account mamtamed by the 
Washmgton Office (B-114826, April 14, 
1969) 

158 LIMITATION ON FUNDS 
AVAILABLE FOR VOCATIONAL TRAIN- 
ING OF PRISONERS-Our examnation of 
the financial statements of Federal Pnson 
Industries, Inc , Department of Justice, for 
fiscal year 1968 showed that, during fiscal 
year 1968, the corporation’s expenses for 
vocational trammg of pnsoners, after deduct- 
ing revenues, were m excess of the Imutation 
set by the Congress and the apportionments 
made by the Bureau of the Budget on the 
amount of funds avllable fol that purpose 
The excess expenditure of funds constituted a 
violation of the Anti-Deficiency Act, as 
amended 

We recommended that the Attorney 
General, m accordance with the requn-ements 
of 31 U S C 665(l)(2), report to the Press- 
dent, through the Director of the Bureau of 
the Budget, and to the Congress all pertment 
facts and furmsh a statement of the action 
taken concernmg the violation of the Antl- 
Defiaency Act 

On January 8, 1969, the Attorney Gen- 
eral reported on this matter to the President, 
through the Dnector of the Bureau of the 
Budget, and to the Speaker of the House of 
Representatives and the President of the 
Senate The Attorney General stated that the 
overexpenditure had resulted from an 
accountmg Judgment and was not a willful 
and knowmg act intended to circumvent the 
will of the Congress 

We beheve that the lemlatlve hstones of 
the appropnatlon acts which established the 
expenditure llrmtatlons for the vocational 
trammg program do not clearly show whether 
the Congress intended such annual lnnltatlons 
as berg mcluslve or exclusive of revenues 
Accordmgly, we suggested to the Congress 
that it rmght wish to consider clarlfymg the 
legslatlve intent as to whether revenues 

derived from vocational trammg actwltles 
may serve to reduce the expenses subject to 
the congressional hmltatlons placed on the 
vocational training program (B-l 14826, 
February 11,1969) 

159 STATEMENT OF PRINCIPLES 
AND STANDARDS FOR ACCOUNTING 
SYSTEM- We reviewed the statement of the 
Department-wide accountmg prmclples and 
standards of the Department of Justice sub- 
rmtted on Aprd 14, 1969, to the Comptroller 
General for approval Both dunng the devel- 
opment of the statement of accounting prmcl- 
ples and standards and after its formal sub- 
mission, representatives of the General 
Accounting Office worked closely with the 
accounting officials of the Deparment and 
made numerous suggestions, most of, which 
were accepted For example, we made sugges- 
tions resultmg m changes with respect to (a) 
measurement of the amounts of accruals, (b) 
recordmg of dsbursements, (c) acqulsltlon of 
property, (d) leave habllltles, and (e) review 
of financial reports (and reporting proce- 
dures) 

The Department-wide accounting prmci- 
ples and standards were approved by the 
Comptroller General in May 1969 
(B-157162, May 29, 1969) 

160 STATEMENT OF PRINCIPLES 
AND STANDARDS FOR ACCOUNTING 
SY ST EM- We reviewed the “Precepts, Prmci- 
ples, and Procedures” proposed for adoption 
by the U S Civil Service Commlseon as gmde- 
hnes for revlsmg and modermzmg its admmls- 
tratlve accountmg system submitted m 
November 1967 As a result of cooperative 
efforts between Commlsslon and General 
Accounting Office representatives, several 
nnprovements were made to the proposed 
guldelmes to brmg them mto conforrmty 
with the prmaples and standards prescribed 
by the Comptroller General 

In November 1968 we informed the 
Chmman of the Commlsslon that, on the 
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basis of our review, the statement of precepts, 
prmclples, and procedures of the admmstra- 
tlve accountmg system of the Commlsslon 
were deemed to be adequate and m con- 
fornuty wth the prmclples and standards pre- 
scribed by the Comptroller General and that 
the statement was approved (B-l 15338, 
November 18, 1968) 

161 ACCOUNTING SYSTEMS IM- 
PROVEMENTS-We reviewed and tested in 
operation four accounting systems which the 
U S CM Service Commlsslon had subrmtted 
m June 1967 for approval of the Comptroller 
General These systems related to the Federal 
employees’ retirement and &sablhty, health 
benefits, group life insurance, and retired 
employees’ health benefits programs 

As a result of cooperative efforts 
between Commlsslon and General Accounting 
Office representatwes, several improvements 
designed to clarify orgamzatlonal responslblh- 
ties and to further illustrate procedural steps 
were incorporated m the accountmg manual 
Also, the Commlsslon agreed to make further 
refinements to its accounting manual which 
unll be reviewed by us when fully lmple- 
mented 

In November 1968 we informed the 
Chauman of the CornmIssIon that, on the 
basis of our review and tests, we deemed these 
accounhng systems to be adequate and m 
conforrmty with the prmclples, standards, and 
related requirements prescribed by the Comp- 
troller General and that the four accounting 
systems were therefore approved (B-l 15338, 
November 25, 1968) 

162 DISBURSEMENTS FROM 
HIGHWAY TRUST FUND-We found that 
the reimbursement pohcy estabhshed by the 
Federal Highway Admmlstratlon (FHWA), 
Department of Transportation, provided for 
reimbursements to the States for certam 
amounts withheld from progress payments to 
the contractors even though these amounts 

had not been pad by the States Relmburse- 
ments to the States for the costs of hlghway 
constructlon are made from revenues m the 
highway Trust Fund Revenues not lequlred 
for immediate reimbursement are invested m 
speaal issues of the Treasury, and mterest 
earned from these investments accrues to the 
Hlghway Trust Fund 

In a report to the Congress m September 
1968, we pomted out that, durmg fiscal years 
1965 and 1966, the Highway Trust Fund 
could have reahzed additional mvestment m- 
come m excess of $1 2 m&on on funds held 
by four selected States if reunbursements had 
not been made to the States until such time as 
payments had been made by the States to the 
contractors 

We reported that the pohcy had not re- 
sulted m the most econormcal method of re- 
lmbursmg States for certain elements of hgh- 
way constructlon costs and recommended 
that the pohcy be revised to provide that re- 
lmbursements to the States for amounts with- 
held from progress payments to the contrac- 
tors not be made until such time as the pay- 
ments are made by the States (B-l 62919, 
September 17, 1968) 

163 ACCOUNTING SYSTEMS 
IMPROVEMENTS-h July 1968, we re- 
ported to the Comrmssloner of the Dlstnct of 
Columbia that the Dlstnct Government’s 
statement of basic accountmg concepts, prm- 
clples, and standards did not meet the stand- 
ards which would perrmt the Comptroller 
General to approve it The central problem 
tYlth the statement related to how the fman- 
clal management and accountmg systems 
development work was to be organized and 
responslbllty established 

In a letter to the Comptroller General m 
August 1968, the Commlssloner of the 
Dlstnct of Columbia stated that pohcles 
related to the statement must be dlscussed 
thoroughly before certam deaslons can be 
made wbch are, at least m part, related to 
some far-reachmg changes m Dlstnct olgamza- 
tlon and practices (B-140997, July 17, 1968) 
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Note nor addrtzonal stems related to “‘AC- 
countwzg and FzscaZ Matters,” see sec- 
tlon on “Economzc Opportunl ty pro- 

-To ensure that audit coverage would be 
given to the matter of proper salary 
rates and that detailed document exam!- 
nation would be made to the extent 
necessary 

grams, ” rtems 6 and 22 
On July 29, 1969, the Assistant Seers 

tary of Defense (Comptroller) advised us that 
appropnate mstructlons had been issued and 
that his office would provide surveillance over 

A UDITING 

164 INTERNAL AUDIT OF CIVIL- 
IAN PAYROLL OPERATIONS-h response 
to the Comptroller General’s request of Sep- 
tember 3, 1963, the armed services initiated a 
program to review and strengthen their pro- 
cedures for internal audit of clvlllan pay and 
allowances As stated m our report issued to 
the Congress m June 1969, we reviewed the 
revBed audit programs and the work per- 
formed by mternal audit staffs at 132 nuhtary 
mstallatlons and found that, despite slgmfi- 
cant progress made over the past 5 years, 
many improvements still were needed m the 
internal audit of clvlllan payroll operations m 
the Department of Defense We proposed that 
the Secretary of Defense, to brmg these lm- 
provements about 

-Revise internal audit programs to in- 
corporate the specific Items we had 
Identified as omltted from coverage In 
the current internal audit programs 

-Expand Internal audit coverage In the 
areas of salary rates and accuracy of 
leave records 

-Make internal audrts at least biennially 
at each military lnstallatlon and increase 
the extent of detailed review of transac- 
tions when slgnrflcant deficiencies are 
encountered 

the progress in implementing them 
(B- 152073, June 5,1969) 

165 ORGANIZATIONAL PLACE- 
MENT AND PERFORMANCE OF INTER- 
NAL AUDIT FUNCTION-h January 1969 
we reported to the Congress that, on the basis 
of our review, we believed that the Agency 
for International Development (AID) could 
make the AID/Washington internal audit 
function more effective by lmprovmg its stat- 
ure through a better recogmtlon of the lm- 
portance of mternal audit as a tool of top 
management m controlling operations, by 
placmg it h@er m the AID orgamzatlon, and 
by coordmatmg it with other review func- 
tions 

We found also that (a) the scope of 
AID’s internal audit coverage had not been 
broad enough to prsvlde systematic coverage 
of slgmflcant aspects of all AID-financed 
actlvltles and operations m Washmgton and m 
the field, (b) AID needed to improve the 
tlmehness of its audit reviews and reports on 
contractor performance under AID contracts 
and to reqmre contracting officers to take 
more posltlve corrective actions on its audit 
recommendations, and (c) deficiencies in 
AID’s mternal audit plans for 1967 had been 
only partially corrected m its plans for 1968 

The Department of Defense agreed mth 
these proposals and stated that It proposed 

-To Instruct the mllltary services to con- 
slder developing biennial audit sched- 
ules for the clvrhan payroll function 

The Assistant Adrmmstrator for Adrmm- 
stration agreed, m general, mth our findmgs 
and suggestions, with the exceptlon of relo- 
catmg the internal audit function to a higher 
level As an alternative, AID expanded the 
duties and responslbllltles of Its Deputy As- 
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s&ant Adnumstrator for Admmlstratlon to 
mclude overall comphance review m the 
broadest sense and coordmatlon of the audit, 
review, and mspection functions We beheved 
that the necessary mdependence and obJec- 
tlvlty would be obtamed only if the mternal 
auditor were made directly responsible to the 
h@est practicable level, preferably the Ad- 
mmlstrator but at least an official who reports 
directly to the Admmrstrator 

We recommended to the Admlmstrator 
that reconsideration be gven to relocatmg the 
internal audit function from Its present subor- 
dinate posltlon to the highest practicable 
level In May 1969, the President advised the 
Congress of the creation of a new posltlon of 
Audltor-General m AID who would report 
directly to the AID Admmlstrator The posl- 
tloq was filled by the Adrmmstrator on June 
16, 1969 (B-160759, January 17, 1969) 

166 ORGANIZATIONAL AND 
OPERATIONAL FEATURES OF INTER- 
NAL AUDIT-In a report issued to the 
Congress m Aplll 1969 on the results of our 
review of the mtemal audit function at the 
United States Information Agency (USIA), we 
reported that the internal audit had been 
apphed mainly to housekeepmg-type a&v&es 
and to levels of coverage and reportmg below 
those that would be of maximum benefit to 
top management and that there was need to 
improve the quahty of mtemal audit work by 
ldentifymg and reporting on the causes of 
deficiencies and documenting more fully the 
audit work performed 

We concluded that the internal audit 
could be made more effective through recog- 
nition of the importance of internal audit as a 
tool of top managment m controlhng opera- 
tions and through the nnprovement of the 
stature and mdependence of the function by 
relocatmg it to the highest practicable level, 
preferably where it would report to the 
Dn-ector, Deputy Director, or at least to an 
official who reports directly to the Dvector 

We recommended that USIA raise the 
orgamzational standmg of the mtemal audit 
actlvltles and coordinate them urlth the other 
management review actlvltles, broaden and 
refine the internal audit programming ap 
preach, performance, and reporting reqmre- 
ments, adJust the use of the audltmg effort, as 
requn-ed, to ensure balanced coverage of es- 
sential mtemal audit areas, and continue its 
recruitment efforts to fill authonzed positions 
and vacancleb 

In May 1969, m reply to our report, the 
Director mdlcated that, on the basis of our 
recommendation, USIA had lmtlated Ihe fol- 
lowing actions to make internal audit a more 
effective management tool 

-The audit functron, together with the 
mspectlon function, would be relocated 
In a new orgamzatlonal unit headed by 
an Associate Director reporting directly 
to the D Irector and the Deputy Director 

-Audit reports would be made directly to 
the Director and Deputy Director 

-Internal audit and field program ap- 
praisal would be conducted jointly by 
teams comprlsrng inspectors and audl 
tors 

-Auditors and rnspectors would be 
charged with broadened responslbllltles 
for assessing program execution and re- 
lated management activltles without 
forgettmg the flnanclal and accounting 
audit requirements 

-Efforts would be made to clarify the 
underlying causes of deficiencies found 
and to address recommendations to the 
correction of those causes as well as the 
deflclencles 

The Director’s reply mdlcated that USIA 
did not plan to nnplement our recommenda- 
tions relating to the need for adequate de- 
scnptions m workmg papers of the audit work 
performed and for supervisory reviews of 
audit work performance (B-160759, April 8, 
1969) 
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167 ORGANIZATIONAL PLACE- 
MENT AND COVERAGE OF INTERNAL 
Au D IT-The Department of Health, Educa- 
tion, and Welfare (HEW) had made significant 
improvements m the orgamzatlonal structure 
and operation of Its audit function These 
improvements mcluded (a) vesting responsl- 
b&y for the entie au&t function m a single 
orgamzatlon, (b) estabhshmg an aggressive 
recruitment and staff development and tram- 
mg program, (c) broademng the scope of its 
audits, and (d) adoptmg plans for lmprovmg 
audit service to top management 

Because the head of the HEW Audit 
Agency was under the general supervmon of 
the Assistant Secretary, Comptroller, who was 
responsible for many of the activltles SubJect 
to internal audit, we recommended, m a 
report issued to the Congress m May 1969, 
that, to safeguard the existence of an ade- 
quate degree of mdependence, the Secretary 
(a) satisfy lumself that the official to whom 
the internal auditors report not only permits 
but also encourages the exercise of latitude m 
setting the scope of work and m reportmg on 
results of internal audits, (b) concern lumself 
with the scope, effectiveness, and staffing of 
the mternal audit function and with the ade- 
quacy of attention paid to audit fmdmgs and 
recommendations, and (c) provide the mter- 
nal auditor with direct access to the Secretary 
when the internal auditor deems tls neces- 
sary to fulfillment of tis responslbllltles 

We had some reservations as to whether, 
under the HEW Audit Agency’s exlstmg 
arrangement of orgamzation and staffing, ade- 
quate independent internal review coverage 
could be gwen to the external audits of 
grantees and contractors We recommended 
that the Secretary, from time to tnne, satisfy 
timself as to the adequacy of the internal 
review coverage being afforded by the HEW 
Audit Agency to the manner m which Its 
external audit responslblhtles were being dls- 
charged (B-160759, May 9, 1969) 

166 IDENTIFICATION OF BASIC 
MANAGEMENT WEAKNESSES UNDER- 

LYING ADVERSE CONDITIONS-On the 
basis of our exammatlon of the activities of 
the Office of the Government Comptroller of 
the Vlrgm Islands for fiscal years 1966 and 
1967, we expressed the behef, m a June 1969 
report to the Congress, that the effectiveness 
of the Comptroller’s au&ts of the insular 
government would be enhanced if greater 
emphasis were placed on (a) ldentlfymg basic 
management weaknesses which pernutted the 
occurrence of adverse conQtions found dur- 
mg his audits and (b) developing recommen- 
dations directed not only to any actlon 
required as to the speclflc matters reported 
but, more importantly, also to the needed 
improvement m the management system 

We noted m many cases the reports 
issued by the Comptroller did not &sclose the 
basic weaknesses m the insular government’s 
management system even though such weak- 
nesses appear to have existed because (a) 
numerous instances of adverse conltlons 
were found m the actlvltles au&ted and (b) 
subsequent follow-up audits of the actlvltles 
disclosed that similar deflclencles contmued 
to occur 

Instead, we found that the reports 
directed attention prmlanly to the need for 
action to correct the specific adverse condl- 
tlons and, as a result, the ldentlficatlon of the 
basic management weaknesses and the deter- 
mmatlon of the necessary actions to correct 
such weaknesses rested with the insular 
government On the basis of follow-up audits 
made by the Comptroller, which disclosed 
that m many instances pnor reported defi- 
ciencies m the government operations con- 
tinued to exist, it appears that the responsible 
officials of the insular government may not 
always have identified and corrected the daslc 
management problems 

The insular government, rather than the 
Comptroller, 1s responsible for developing and 
mstallmg methods, systems, or procedures 
On the basis of the knowledge he has 
obtamed from his review work, however, the 
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Comptroller should be as specific as possible 
as to the actlon wlYch he Hunks should be 
taken TIE approach, m our opmlon, would 
be more time-consummg than merely develop 
mg and reportmg on mdwldual mstances of 
waste or mefficlency We beheve, however, 
that such a practice would provide for effec- 
tive utllizatlon of the Comptroller’s audit 
staff m that it would provide greater assur- 
ance that long-range improvements are made 
to mmmuze recurrence of deficlencles m the 
msular government’s operations 

Accordmgly, we recommended that the 
Secretary of the Intenor direct the Comp- 
troller to place greater Gmphasls on mqumng 
mto the basic causes of adverse condltlons 
disclosed m lus audits of actlvltles of the 
Government of the Vlrgm Islands and to 
formulate recommendations for preventmg 
smular occurrences m the future 

In April 1969, the Dlrector of Survey 
and Review, m commenting for the Depart- 
ment, advlsed us that, as a matter of audit 
pohcy, the Department and the Comptroller 
concurred with the underlying prmclple upon 
which our proposal was based and that the 
Comptroller would devote additional effort to 
ldentlfymg weaknesses m the management 
system of the insular government In thts 
regard, the Dnector of Survey and Review 
advrsed the Comptroller, also m Apnl 1969, 
that the Director’s office would be working 
further with the Comptroller m developmg 
audit cntena to improve the effectiveness of 
the Comptroller‘s au&t actlvltles, mcludmg the 
addltlonal emphasis needed to ldentrfy weak- 
nesses m the management system causmg the 
adverse contitlons identified m hi reports 
(B- 114808, June 30, 1969) 

169 IMPROVEMENT IN INTERNAL 
AUDITING-We reported that the Federal 
Avlatlon Adnumstration (FAA) could sub- 
stantially improve the utlhzatlon of Its mter- 
nal au&t resources by (a) adrmmstratlvely 
centrahzmg the field and headquarters mter- 
nal audit function mto a single mternal audit 

orgamzatlon whose dlrector would report to 
the h@est practicable level m the agency, (b) 
separatmg the advisory function from the m- 
temal audit staff, (c) ensurmg that all slgmfi- 
cant areas of FAA’s operations are audited on 
a systematic basis, and (d) provldmg more fre- 
quent audits of payroll operations and related 
expenditures 

The FAA Admmlstrator agreed to (a) 
consohdate the mtemal au&t staffs mto a 
centralized internal au&t orgamzation, (b) 
separate the advisory services function from 
internal audit staffs, and (c) take action to 
ensure that all significant areas of the Admm- 
lstratlon’s operations are au&ted on a sys- 
tematic basis 

Subsequently, the Secretary of Transpor- 
tatlon decided that the various Department of 
Transportation internal audit functions, m- 
cludmg those of FAA, would be consohdated 
at the Department level (B-160759, July 2, 
1968) 

170 AUDIT POLICIES AND PRAC- 
TICES-h our report of June 1969 to the 
DIrector, Natlonal Science Foundation (NSF), 
we expressed our opmlon that, for the most 
part, the internal and external renews of 
NSF’s Internal Au&t Office were somewhat 
too hmlted m scope and that there was room 
for certam improvements to strengthen the 
effectiveness of the audit work and Increase 
its usefulness to management 

We found that the audit reviews were 
generally hnuted to financial-type au&ts of 
NSF’s internal operations and of mdlvldual 
grants and contracts at grantee mstltutlons 
and contractor locatlons Generally, these 
reviews were not directed toward an evalua- 
tion of the manner m which NSF’s program 
responslbllltles for the support of research 
and education m the sciences had been carned 
out We stated our behef that comprehensive 
management-type reviews of selected major 
support programs were needed for a proper 
evaluation of program management and the 
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accomplishment of desired obJectives and that 
the mltlation of such reviews should be Bven 
high pnonty m NSF’s audit plans 

The Director agreed that the effectlve- 
ness of the Internal Audit Office’s work and 
1 ts usefulness to management would be 
increased by broadenmg the scope of audit 
He informed us that NSF planned to increase 
the scope of audit reviews to the extent that 
its lmuted manpower resources would pertmt 

In ad&tlon, we proposed certam other 
improvements m NSF’s audit a+tles, such 
as the establishment of formal follow-up pro- 
cedures regarding the lmplementatlon of 
mternal au&t recommendations and of proce- 
dures for formal coordmatlon between the 
Internal Audit Office and the Management 
Analysis Office to avoid possible duphcatlon 
of work and to provide for maximum cooper- 
ation The Foundation informed us of Its 
agreement with these proposals and of action 
that had or would be taken to carry them out 
(B-160759, June 17,1969) 

MANAGEMENT INFORMATION 
SYSTEMS 

171 AIR FORCE MILITARY PER- 
SONNEL DATA SYSTEM-The An- Force 
mamtams a computerized personnel data 
system to provide the information needed for 
management of its nuhtary personnel The m- 
formation provided by the system 1s used as 
the basis for management decsions affectmg 
overall planmng and budgetmg and for decl- 
slons affectmg mdlvldual officers and enhsted 
men m such personnel actions as assignments, 
promotions, separations, and retirements We 
exammed mto the operation of the system for 
the period Aplll through October 1967 The 
exanunatlon was directed prnnallly toward 
evaluation of the data recorded m the system 
and did not include an overall evaluation of 
the operation Our report on the exammation 
was issued to the Congress m July 1968 

We found that the data m the system 
was not sufficiently reliable to serve manage- 
ment purposes effectively Our examination 
of the recorded personnel data for 378 
officers-an average of 85 items of mforma- 
tlon for each officer-showed that 366 of the 
378 data prmtouts had one or more errors 
The errors averaged five for the record of each 
officer A slrmlar exammatlon of the recorded 
personnel data for 480 e&ted men-an aver- 
age of 52 Items of mformatlon for each en- 
hsted man-showed that 457 of the 480 data 
prmtouts had one or more errors The errors 
averaged three for the record of each enhsted 
man 

In our opmlon the errors stemmed from 

-Lack of adequate revtew procedures to 
ensure the accuracy of personnel m- 
formatlon 

-Absence of standards for evaluating the 
rellablllty of the data tn the system 

-Ineffective guidance and mstructlon to 
personnel at base level by higher levels 
of command 

-Inadequate staffing and training of per- 
sonnel at base level 

The Air Force agreed, m general, with our 
findings and proposals for corrective action 
and mformed us of steps taken to strengthen 
its management of the personnel data system 
These actions, if properly nnplemented and 
monitored, should nnprove the rehablllty of 
the data m the system (B-164471, July 25, 
1968) 

172 SUPPLY MANAGEMENT 
DATA SYSTEM FOR TANK AND AUTO- 
MOTIVE VEHICLES AND REPAIR 
PARTS-The Army Tank-Automotive Com- 
mand (TACOM) has the nnsslon of provldmg 
tank and automotive velvcles and repair parts 
for all the rmhtary services m the Umted 
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States and overseas As a part of our contmu- 
mg program of review of management actlvi- 
ties at TACOM, we exanuned mto supply 
management, glvmg particular attention to 
problems m its computerized supply manage- 
ment data system 

For several years, TACOM had been 
unable to achieve the desired levels of supply 
support Durmg the penod February 1965 to 
November 1967, for example, stock reqmsl- 
tlons filled on time ranged between 33 and 78 
percent compared with the objective of 85 
percent estabhshed by the Army Matenel 
Command In November 1967, only 46 per- 
cent of the requlsltlons were filled on tnne 

In our report issued to the Congress m 
September 1968, we stated that the situation 
stemmed pnmanly from the presence of mac- 
curate data m the computemed supply man- 
agement records Although TACOM and 
lugher command officials had recogmzed the 
seriousness of this problem and had taken 
action to nnprove the accuracy of the data, 
these efforts generally had been unsuccessful 
A 1967 study showed, for example, that 
about $94 nulhon worth of matenal recorded 
as due-m had m fact been received and that 
about $83 nulhon worth of matenal had been 
received but had never been recorded as due- 
m These condltlons can cause mventory 
managers to either procure unneeded supphes 
or fd to procure needed supplies 

In our opmlon, the pnme factor retard- 
mg improvement of supply support effectlve- 
ness was the lack of coordmatlon, evaluation, 
and follow-up efforts to clear up the com- 
putenzed supply management records Other 
factors-lmposltlon of addltlonal work loads, 
major reorgamzatlons, and saturation of com- 
puter capacity-also had adverse effects 

We proposed that the Secretary of De- 
fense estabhsh a coordmated supply manage- 
ment program at TACOM to 

-Prevent addItIonal InvalId data from 
entering the records 

-Review addlttonal work loads or special 
programs to be imposed on TACOM, to 
prevent unnecessary Interference with 
the current management improvement 
program 

-Establish measures to maintain organl- 
zatlonal stabllrty at TACOM and to pre- 
vent the constant movement of experi- 
enced supply personnel 

-Review the use being made of the exist- 
ing automatic data processing equlp- 
ment with the objective of elrmmating 
or reducing lower prlorrty projecB so 
that the equipment can be used for 
matters vitally In need of correction 

The Army, m Its reply on behalf of the 
Secretary of Defense, agreed Mrlth these pro- 
posals and stated that actions m keepmg mth 
the proposals either had been taken or were 
planned (B-146772, September 23, 1968) 

MANAGEMENTPRACTICES- 
GENERAL 

173 ADMINISTRATION OF Ll S 
PARTICIPATION IN THE WORLD HEALTH 
ORGANIZATION-h a report to the Con- 
gress m January 1969 on our review of the 
U S Government’s financial partlclpatlon m 
the World Health Orgamzation (WHO), we 
stated that executive agencies had not ob- 
tamed the specific analytical mformatlon rela- 
tive to proposed and contmumg WHO proJ- 
ects and programs needed to ldentlfy 
programs whose Justlflcatlon m&t be ques- 
tionable or which could be accomphshed mth 
greater economy and efficiency Budget and 
operational data furnished to members of 
WHO by its secretariat has been too sketchy 
and mcomplete to make fnm assessments 
regardmg implementation of WHO projects 
and programs 

-Improve supply records The Umted States has no systematic pro- 
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cedure for evaluatmg WHO projects and pro- 
grams Those attempts which have been made 
by the Umted States and by Umted Natlons 
agencies have fallen far short of what 1s re- 
qulred by U S offlclals to make mdependent 
Judgments relative to the efficiency and effec- 
tiveness of WHO operations In three of the 
last four years, the Umted States voted 
agamst adoption of the budgets proposed by 
the WHO secretariat on the basis that the 
budgets were lllgher than the Umted States 
considered appropnate The proposed budgets 
were adopted, however, on the votes of other 
members, and the Umted States thus contnb- 
uted to budgets greater than it wished to 
support 

Although U S mterests appear to have 
been reflected m certam WHO programs- 
notably malma and smallpox eradication-lt 
was difficult to determme to what extent U S 
objectives had been met over the years 
because the executive branch had not decided 
on the relative order of magnitude which It 
believed appropnate for the vanous WHO 
programs 

We recommended that the Departments 
of State and Health, Education, and Welfare 
take actions directed toward obtammg the 
pertment factual data necessary to make suffi- 
cient analysis of WHO programs and budgets 
m order to exert meamngful mfluence on the 
programs and budgets 

The Departments of State and Health, 
Education, and Welfare agreed, m prmclple, 
mth most of the recommendations The De- 
partment of State pomted to actions bemg 
taken on a Umted Natlons-wide basis to seek 
nnprovements m fiscal and admmlstratlve 
practices of mternatlonal orgamzatlons The 
executive agencies, however, did not mdlcate 
any intention to actually Implement the 
recommendations 

Although the executive agencies mdl- 
cated a w&ngness to work for improvements 

m the fiscal and adnumstratlve practices of 
international organizations, we beheve that 
more aggressive action was needed by the ex- 
ecutive agencies m order to solve the specific 
and basic problems discussed m the report 
(B-16403 l(2), January 9, 1969) 

174 OBSERVATIONS ON THE 
VIETNAM PACIFICATION PROGRAM 
HAMLET EVALUATION SYSTEM-At the 
request of the Ghan-man, House Foreign Af- 
favs Comnuttee, we reviewed selected aspects 
of the Hamlet Evaluation System (HES) used 
by the !Mlhtary Assistance Command m Vlet- 
nam (MACV) to assist m the measurement 
and reporting on the status of the pacification 
program of the Government of Vietnam 
(GVN) The results of our renew, which m- 
volved the Department of State as well as the 
Department of Defense, were reported to the 
Comnuttee m January 1969 

Paclficatlon 1s the term given to the pro- 
cess of estabhshmg or reestabhshmg GVN 
local government at any level-from the mdl- 
vldual hamlet to the national level-to meet 
the needs of the people of the Repubhc of 
Vietnam 

These processes include establishment 
and mamtenance of temtonal security, ehnu- 
nation of the Vlet Cong underground govern- 
ment or mfrastructure, bmldmg or rebmldmg 
of a pohtlcal system that includes paticlpa- 
tlon of the people, and mltlatlon of progres- 
sive econonuc and social activities 

We were requested to include m our re- 
view the statistical-gathermg process, the data 
consohdatlon process, and the dlssermnation 
of the resultmg mformatlon We were re- 
quested also to mclude m our report observa- 
tions on the rehablllty and usefulness of the 
mformation being developed 

It 1s our understandmg that the system, 
based largely on subjective Judgments of U S 
evaluators, was estabhshed to provide trends 

125 



mdlcatmg paclflcation progress and was not 
expected to result m precise measurements 

As an mQcator of trends and as a device 
for ldentlflcatlon of problem areas requnmg 
addItional paclflcatlon effort the data gen- 
erated by HES appears to serves a beneficial 
purpose 

We beheve, however, that the value of 
HES as a management tool could be en- 
hanced We found that there was a need for 
lmprovmg the rehablllty of the system be- 
cause certam U S evaluators 

-need more tralnmg In the techniques 
and procedures of the system, 

-are unfamlllar with the Vietnamese cul- 
ture and luggage, 

-have too many hamlets to evaluate each 
month, 

-are unable to become adequately farnil- 
lar with their areas because their asslgn- 
ments as evaluators are of such short 
duration, and 

-do not always have the benefit of the 
experience of therr predecessors 

We beheve that the system would be more 
meaningful if 

-hamlet security and hamlet social, eco- 
nomic, and political Indicators were 
reported separately, 

-a separate reportmg category were 
establlshed for certain marginally rated, 
relatively secure hamlets, 

--certain of the evaluation questlons 
asked were modified to ellclt more ob- 
jective responses, and 

-assessments were made of the impact of 
refugee flow and other variables which 
may tend to dlmlnlsh the rellablllty of 
the results released to the Congress and 
to the public 

HES statistics and reports on the status 
of the pacification program are dlstnbuted to 
the Congress, to U S Government agencies, 
and to the pubhc The reports are Issued wlth- 
out the quahfications necessary to alert reclpl- 
ents that the matenal was based on subjective 
Judgments of the evaluators or that the mfor- 
mation, m some cases, was not based on the 
personal knowledge of the evaluators 

The need to improve HES has been of 
contmumg concern to U S offlclals, and 
measures have been and are bemg taken to 
deal with the problems found m the system 
Such effort should contmue Moreover, mfor- 
mation based on HES, dlssemmated to the 
Congress and to the pubhc, should be care- 
fully qualified 

Subsequent to the issuance of our 
report, the Deputy, CIVII Operations and Rev- 
olutionary Development Support, MACV, 
forwarded to us, by letter dated May 13, 
1969, a set of speafic actions lmtlated by his 
staff to deal with the major points raEed m 
our report (B-l 64785, January 16, 1969) 

175 ACTIVITIES OF THE CENTER 
FOR CULTURAL AND TECHNICAL 
INTERCHANGE BETWEEN EAST AND 
WEST-h a May 1969 report to the Congress, 
we stated that there was a need for a more 
systematic method of makmg obJectIvely 
based evaluations of the effectiveness of the 
East-West Center’s various actlvltles Center 
ofiiclals were aware of this need and were tak- 
mg steps to estabhsh evaluation procedures 
The purpose of the Center, which was estab- 
hshed by a grant-m-aid agreement between 
the Department of State and the Unmerslty of 
Hawan pursuant to the Mutual Security Act 
of 1960, IS to promote better relations and 
understandmg between the United States and 
the nations of Asia and the Pacific through 
cooperative study, trammg, and research 

We found that there was no mastel plan 
which mdlcated the locatlon of proposed 
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future facilltles and prospective &es of addl- 
tlonal land that would be made avalable to 
the Center Because of an mcreasmg scar&y 
of land resultmg from the expansion of the 
university, a need exlsted to ldentlfy the 
long-range land reqmrements of the Center 

Under the grant agreement, the umverslty 
1s pnmanly responsible for the operation of 
the Center It does not, m practice, however, 
play a role m the formulation of Center 
pohcy nor m the deaslon makmg process at 
the Center commensurate with that responsl- 
blllty Ths situation did not appear to affect 
the abibty of the Center to acheve its objet- 
tive m a satisfactory manner 

We recommended that the Secretary of 
State 

-take the necessary steps to ensure that 
goals are defined and that evaluations 
are made of the effectiveness of Center 
activities m order that the Department 
and the Congress may have a sound 
basis for assessmg the extent to which 
the statutory purposes are being at- 
tained, 

-work with the various organizations 
concerned to develop a tentative, long- 
range land-use plan for the Center, ac- 
ceptable to both the Department and 
the university, with emphasis on estab- 
llshmg the location of prospective facile- 
ties on land provided under the existing 
agreement and on identifying the possi- 

ble future needs for additional land, and 

-consider revising the grant-m-aid 
agreement to reflect the actual responsl- 
bilrty and consequent authority of the 
university over Center operations 

The university. agreed that there was a 
need for the development of a long-range plan 
for the future expansion of the Center and 
that additional land should be made avdable 
as needed The Department pointed to the 
provlslon for land m the grant agreement and 

to the comrmtment of the umverslty to make 
additional land available as needed 

The Department felt that it was unneces- 
sary to revise the grant agreement m view of 
the close workmg relationship that exlsted be- 
tween the East-West Center and the unmer- 
slty This posltlon was supported by the um- 
verslty which beheved that the agreement 
should not be revised until the nature of the 
relatlonshlp, which 1s still changmg, becomes 
clearer (B-154135, May 20, 1969) 

176 MAINTENANCE OF DUPLICA- 
TIVE RECORDS-At three of the Foreign 
Service posts serviced by the Department of 
State’s Regonal Fmance and Data Processmg 
Center (RFDPC!) Pans, France, we found that 
duphcatlve and unnecessary records were 
being mamtamed Mamtammg such records 
reduces the potential tangible benefits m- 
tended to be realized from the centrahzed 
system at RFDPC 

Accordmgly, m a report to the Depart- 
ment m January 1968 we recommended that 
steps be taken to ehmmate certam duphcatlve 
and unnecessary records at Foreign Service 
posts serviced by RFDPC In October 1968 
the Department informed us that the con- 
tmued use of certain records was desired but 
that the use of transrmttal logs of documents 
sent by the posts to RFDPC would be ehnu- 
nated (B-146703, January 3 1, 1968) 

177 UPDATING OPERATIONS 
MAN U A L S- We found that manuals relatmg 
to operations of the Department of State’s 
Reaonal Finance and Data Processmg Center 
(RFDPC) Pans, France, had not been updated 
for several years and, because of then obsoles- 
cence, did not provide adequate written guld- 
ante to operating personnel or meaningful 
rehable mformatlon to audit and other review 
groups Officials at RFDPC concurred unth 
the need to update the manuals 

In a report to the Department m January 
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1968, we recommended that steps be taken to 
ensure appropnate updatmg and current 
mamtenance of the RFDPC manuals and their 
in tegratlon and/or coordmation with the 
Department’s system of manuals and cn-cular 
instructions 

The Department’s reply of October 1968 
stated that the RFDPC manual of operations 
covermg accountmg and dlsbursmg operations 
had been updated as we recommended On 
June 30, 1969, however, the Department 
informed us that it would not implement our 
recommendation that the manuais be mte- 
grated and/or coordmated with the Depart- 
ment’s system of manuals and cn-cular mstruc- 
tions because It consldered the matenal m 
RFDPC manuals to be merely supplementary 
lnstructlons to the Department’s Foreign 
Affairs Manuals (B-146703, January 31, 
1968) 

178 STORAGE PRACTICES AT 
EXHIBITS WAREHOUSE-h October 1968 
we reported to the Assistant Secretary for 
Admmatratlon, Department of Health, Edu- 
cation, and Welfare (HEW), that our review at 
HEW’s exhlblts warehouse had revealed condo- 
tlons which mdlcated inadequate house- 
keepmg operations and mefficlent space ut&- 
zation 

Collections of trash and rubbish exlsted m 
large quantltles, thousands of envelopes were 
scattered over the floors, many crates contam- 
mg exbblts were open or broken, damaged 
parts from the extiblts were scattered on the 
warehouse floor, and extiblts appeared to be 
stored m a haphazard manner rather than 
according to an orderly plan Also, the alsles 
of the warehouse were either crowded or 
completely blocked, and fire extmgulshmg 
equipment could be reached only by walkmg 
over the top of exhblt crates Further, the 
roof of the exhblts warehouse leaked 

We recommended that HEW take appro- 
priate actions to (a) mspect the fire-flghtmg 

equipment to determme Its usefulness, (b) 
mspect the exlublts warehouse to determme 
its adequacy and make a thorough cleanup, 
and (c) Improve the mspectlon and enforce- 
ment procedures m a manner designed to 
obtam more efficient and proper utlllzatlon 
of space 

The Department advlsed us m November 
1968 that the condltlons reported by us at 
the warehouse had been corrected and that, 
to ensure proper housekeepmg m the exhibits 
warehouse, a speclflc deslgnatlon of responsl- 
blhty had been made for mspectlon and mam- 
tenance, as well as for follow-up inspection of 
the fac&ty (Report to the Assistant Secre- 
tary for Admmlstratlon, Department of 
Health, Education, and Welfare, October 2, 
1968) 

179 MANAGEMENT OF COST RE- 
DUCTION PROGRAM-We renewed the 
Agency for International Development (AID) 
Cost Reduction and Management Improve- 
ment Program, to determine the status of lm- 
plementatlon of the program and to identify 
areas where the program might be unproved 

We found that (a) AID had adopted a 
low-keyed approach to the program devotmg 
a rmmmum of manpower and other resources 
to it, (b) the programs m fiscal years 1967 
and 1968 had been geared prnnardy to com- 
plhng mater& suitable for mcluslon m the re- 
qulred semiannual reports to the President 
and only mcldentally to fostemg a sense of 
cost consciousness throughout the orgamza- 
tlon, (c) support for the program by top 
management was lackmg, some officials ex- 
pressed a negative attitude toward It, and (d) 
the program was not promoted actively and 
therefore resulted m lmuted partlclpation by 
AID personnel It was our view that programs 
such as the cost reduction program must have 
the full support of top management and the 
broad partlclpation of AID personnel m order 
to be successful 

Accordmgly, m our Aped 1969 report to 
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the Adrmmstrator, AID, we recommended 
that 

-the program be redirected so that it 
serves not only as a reportrng medium 
for cost reduction actlons but, more 
importantly, also as a means to stlmu- 
late and encourage a sense of cost con- 
sclousness wIthIn AID, 

-top management demonstrate full sup- 
port for the program and be more ac- 
tlvely Involved In It, possibly through 
the establishment of a cost reduction 
committee at the assistant admmlstrator 
level, 

-the program be actively promoted and 
publlclzed throughout the year, and 

-certain Internal guIdelInes governmg the 
program be revised and others be more 
closely adhered to These guidelines 
concern the criteria for cost reductions, 
reporting requirements, review and vail- 
datlon of savings, and dlssemlnatlon of 
cost reduction mformatlon 

(B-l 63762, Apti 21, 1969) 

180 COST REDUCTION AND MAN- 
AGEMENT IMPROVEMENT PROGRAM-h 
a report to the Secretary of the Intenor issued 
m May 1969, we pomted out that, on the 
basis of our review of selected cost reduction 
projects or subprojects which accounted for 
about $13 6 nulhon of the approximate $22 
nulhon reported by the Department of the 
Intenor m fiscal year 1968, we beheved that 
many did not quahfy as vahd cost reductions 
under the cnterla estabhshed by the Bureau of 
the Budget (BOB) m its Cn-cular No A-44 We 
pointed out also that the reported costs 
savings were not bemg effectively validated 
and that, generally, cost reduction Ideas were 
not bemg &ssemmated for possible mder 
apphcation \ 

We beheve that many projects reported 
as cost reductions did not result from new, 

improved, or mtenslfied management actions 
or from ehmmatlon or curtailment of low- 
pnonty activities under the quahfymg cn-cum- 
stances estabhshed by BOB We also noted 
that, m some instances, cost savings had been 
slgnlficantly understated or had not been ven- 
fied In ad&tlon, as a result of not dlsseml- 
natmg the cost reduction ideas wlthm the 
Department and not mhcatmg to BOB the 
possible apphcatlon of these ideas to other 
agencies, the potential for vinder apphcatlon 
had not been realized 

We recommended that the Department 
of the Intenor issue guldehnes to the bureaus 
reemphaslzmg the requirements of BOB Clr- 
cular No A-44 We recommended also that 
procedures be established to require that cost 
reduction proJects be presented m sufficient 
detal so as to allow a determmatlon of their 
possible wider apphcatlon and that they be 
reviewed for propnety and reasonableness as 
well as for possible wider apphcatlon by mdl- 
vlduals havmg overall knowledge of the opera- 
tions of the Department and other executive 
agencies before submission to BOB We 
recommended further that directives be issued 
to all employees concernmg the importance 
of the cost reduction program (B-163762, 
May 20, 1969) 

181 MANNER OF CARRYING OUT 
COST REDUCTION PROGRAM-Bureau of 
the Budget (BOB) Cn-cular No A-44, Revised, 
provided for estabhshment of a formal Gov- 
ernment-wide cost reduction program and 
estabhshed cntena for carrying out the pro- 
gram with various Federal agencies The 
Department of Amculture initiated its pro- 
gram m June 1965 For fiscal year 1968, the 
Department clanned savmgs of about $343 
m&on under the program 

Our review mdlcated that the Depart- 
ment had taken aggressive action to encourage 
employee partlclpatlon m the program and to 
dlssemmate results of the program throughout 
the Department-features which, in our opin- 
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ion, are essential to the proper operation of a 
cost reduction program 

We found instances, however, where the 
Department mstructlons and constltuent- 
agency guldehnes did not agree wth requn-e- 
ments estabhshed for the program by BOB 
As a result, agencies were clamung savmgs for 
management practices which had been m 
effect for several years, were not reporting 
nonquantlflable savings, and were not explam- 
mg the use to be made of savmgs 

Also, on the basis of our review of a 
random sample of 24 cost reduction reports 
for fiscal year 1968 mvolvmg clanned savmgs 
of about $119 mllhon, we beheved that the 
savmgs clanned m many of the reports were 
questionable The situation occurred pn- 
manly, m our opmlon, because procedures for 
validating clanned savings were not adequate 
We found that personnel responsible for such 
vahdatlons rarely vahdated reported actions 
agamst program cntena and that, m some 
mstances, such personnel were not mdepen- 
dent of the unit clammg the savings 

We recommended that the mstructlons 
of the Department and its constituent agen- 
cles be revised 

-to confme the reportmg of savings re- 
sultlng from a cost reduction actlon to 
those that occur wlthln the 12-month 
period following initiation of the ac- 
tion. 

-where necessary, to provide that, in ac- 
cordance with BOB instructions, non- 
quantifiable savings are to be reported, 
and 

-where necessary, to conform to BOB’s 
instructions requiring explanations of 
the use of savings and descrtptions of 
the speclflc benefits to be derived when 
savings are reprogrammed 

We recommended also that the Depart- 
ment ensure that vahdatmg personnel are 

truly mdependent of the umt clannmg the 
savmgs and are aware of program cntena for 
clanned savmgs and that the Department issue 
more detalled validation procedures 
(B-163762, July 3 1, 1969) 

182 CRITERIA FOR DELIVERY 
OF MAIL IN RURAL AREAS-We noted m- 
consistencies wlthm and between reaons m 
the standard of mall delivery service provided 
by the Post Office Department to rural 
patrons who were served by box delivery star 
routes Star route contracts generally provide 
for mtercity h&way transportation of mall 
and may provide also for dehvery and collec- 
tion service to m&vldual patrons’ boxes along 
the route Postal regonal officers were not 
applymg uniform cntena m determmmg when 
box dehvery service on other than a daily 
basis could be provided 

We found that the exlstmg mstructlons 
had resulted m mconslstent interpretation and 
application of departmental pohcy by the 
vaflous regonal offices Although there IS no 
mention m these mstructlons concermng the 
frequency of service on other than a ddy or 
tiweekly basis, two of the regons covered m 
our review-San Francisco and Seattle-had 
box dehvery star routes with dehvery frequen- 
cies of 1, 2, 3, 4, 5, and 6 days a week An 
official of the San Francisco Regon advised 
us that the regon varred the frequency of 
dehvery on the basis of fanuly density 

The Seattle cntena would allow estab- 
hshment of box delivery star route service 
with a density as low as one quarter of a 
fanuly a nule, although the Department m- 
structlons did not appear to authorize estab- 
hshmg service for less than 1% farmlies a rmle 

Of the 272 box delivery star routes m 
the Seattle Regon at the time of our review, 
195 had fewer than l-1/2 fanuhes a mile We 
noted that 92 of these routes did not meet 
the Seattle Regon’s fanuly density cntena for 
the level of service provided 
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We believed that the mconslstency m the 
crrtena apphed by vaflous regonal offices 
with regard to the estabhshment and fre- 
quency of service by box dehvery star routes 
mdlcated the need for clatlficatlon of depart- 
mental mstructions, to obtam a reasonable 
degree of umfornuty m the standard of postal 
service provided to rural patrons m different 
parts of the country under slmllar cn-cum- 
stances 

In commentmg on our report, the 
Deputy Postmaster General stated that, dls- 
cretionary author@, as allowed the Post- 
master General under exlstmg statutes, was 
necessary because of an extreme number of 
variables encountered m condltlons affectmg 
delivery He agreed, however, to take action 
to provide addltlonal guldehnes for estabhsh- 
mg frequencies at which dehvenes would be 
performed on box delivery star routes 
(B-l 14874, August 2, 1968) 

183 ADMINISTRATION OF CON- 
STRUCTION PROJECTS-We revlewed se- 
lected projects for the constructlon of shore 
unit and avlatlon faclhtles mcluded m the 
Coast Guard’s acqulsltlon, construction, and 
improvement (AC&I) program for fiscal years 
1965 through 1968, with emphasis on the ef- 
fectlveness of the Coast Guard’s programs for 
managmg its construction projects and keep- 
mg the Congress mformed of slgmticant 
changes m the scope and/or fundmg of con- 
struction projects 

In our letter report to the Commandant, 
we pomted out that there was a need for the 
Coast Guard to develop a more defmltlve pro- 
gram for keepmg the Congress Informed of 
slgnlficant changes m the scope and/or fund- 
mg of Its construction proJects Furthermore, 
we stated that such a program should provide 
for full disclosure of facts relatmg to specific 
projects whch are of interest to members of 
the Congress and to congressional comrmt- 
tees 

We recommended that the Coast Guard’s 

program for keepmg the Congress informed 
be expanded to mclude specific guldehnes for 
office chefs and program managers to follow 
m evaluating the slgmficance of changes m the 
scope and/or fundmg of construction pro- 
jects We recommended also that guldehnes be 
developed regarding the type of mformatlon 
that should be furnished to the Congress for 
those projects m whch slgmficant changes are 
made 

In May 1969, the Commandant of the 
Coast Guard stated that the Coast Guard 
agreed with the evaluations set forth m our 
report and mformed us of the specific actlons 
bemg taken to remedy the situation He 
stated also that the appropnate mstructlon 
would be revised to mcorporate these 
changes (Report to Commandant, Coast 
Guard, Department of Transportation, Feb- 
ruary 25,1969) 

184 CONTROLS OVER DOCUMEN- 
TATION-In December 1968 we reported to 
the Area Director of the Econonuc Develop- 
ment Admmlstration’s Western Area Office 
on the results of our review of the business 
loan program m that area We reviewed se- 
lected loan files of the Department of Com- 
merce m Washmgton, D C , and m the area 
office to evaluate procedures followed m 
processmg, approving, and admlmstermg proJ- 
ect loans Our review showed that complete 
documentation was lackmg m several of the 
project files m the area office, although some 
of the mformatlon was avalable m Washmg- 
ton 

We believed that the documentation of 
slgmticant facts would assist both field and 
Washington management m evaluating and 
approving loan apphcatlons and that complete 
documentation of mformatlon obtained sub- 
sequent to approval would ad loan servlcmg 
officials m recogmzmg adverse condltlons We 
therefore suggested to the Area Director that 
he institute procedures which would ensure 
that all sigmficant mformation pertamng to 
each loan project was documented and that 
area office files contamed all pertment mfor- 
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matIon, lncludmg that developed at other 
locations In January 1969 the Deputy ASS~S- 
tant Secretary for Economic Development 
advised us that procedures had been instituted 
to ensure that the pertinent documents were 
1n the Western Area Office files (Report to 
Area Director, Western Area Office, Eco- 
nom1c Development Admmlstrat1on, Depart- 
ment of Commerce, December 6,1968) 

185 CONTROLS OVER DISTRIBU- 
TION OF PUBLICATIONS-In a report to 
the Director, Office of Field Services (OFS), 
Department of Commerce, we commented 
that, although controls over Government 
Prmtmg Office pubhcatlons sent to field of- 
fices appeared generally satisfactory, controls 
over Department of Commerce pubhcatlons 
sent to field offices were not adequate be- 
cause records were not mamtamed to show 
quantities received and quantltles sold or 
othenvlse dlstnbuted As a result, we were 
unable to ascertam whether all receipts apph- 
cable to the sale of pubhcatlons were col- 
lected and accounted for 

Subsequent to our report, the Director, 
OFS, advised us that h1s office and the Office 
of Admmlstration for Domestic and Interna- 
tional Busmess mstltuted a review of OFS’s 
procedures concernmg the sale of pubhcatlons 
and agreed that the procedures needed 
strengthenmg 

As a result of our report, OFS, 1n 
November 1968, issued procedures for the 
receipt, sale, and dlstibutlon of processed 
pubhcatlons (Report to Duector, Office of 
Field Services, Department of Commerce, 
September 29, 1967) 

185 QUALITY ASSURANCE CON- 
TRO LS (a)-Although the Apollo rehablhty 
and quality assurance plan, issued by the 
National Aeronautics and Space Admmlstra- 
tion (NASA) m August 1965, prescribes cer- 
tam requirements for the preparation and 
approval of quahty assurance plans mth 
respect to each management level, and for the 

performance of peno&c quahty au&ts, we 
found that certam of these requirements had 
not been fully implemented by the respon- 
sible management levels 

We found that the Headquarters Apollo 
rehablhty and quahty assurance office had 
not fully camed out 1ts responslb1htles for 
seemg that the NASA centers had prepared 
and issued adequate quality assurance plans 
coverrng their Apollo quahty assurance act1v1- 
ties and that that office had not made pen- 
od1c au&ts of the quality assurance activities 
of the centers 

We found that, m addition to the lack of 
adequate center plans, the quahty assurance 
plans of some prime contractors at two of the 
centers either had not been approved or had 
not been approved on a timely basis and that, 
at the time of our review, only one of the 
centers was contmumg to make the requn-ed 
penodlc audits of contractors 

We expressed the opinion that the obJec*- 
tlves and benefits that were expected by 
NASA management with the issuance of the 
Apollo rehablhty and quality assurance plan 
were not being fully reahzed because many of 
the requirements applicable to the two areas 
of the plan (a) were not being implemented or 
(b) were not bemg implemented 1n the man- 
ner called for by the plan 

Although we acknowledged that 
improvements had been made durmg our 
review m both plan preparation and the 
undertakmg of au&@ we proposed to the 
NASA Admmlstrator that a special study be 
made of the Apollo quahty assurance program 
wrth particular emphasis on 

-Assessing the adequacy of recent ac- 
tions by Apollo program management 
to obtain more complete Implementa- 
tlon of the program requirements for 
plans and audits and, where necessary, 
recommending any further actions re 
qutred lo ensure the necessary compll- 
ante 
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-Reviewing and evaluating the extent of 
compliance with other important re- 
quirements of the Apollo reliability and 
quality assurance plan 

NASA advrsed us that, although the 
Apollo rehablhty and quahty assurance plan 
had not been fully Implemented, the func- 
tion, as performed, coupled with other man- 
agement controls, had been responsive to 
Apollo needs and had provided acceptable vls- 
lblllty for Apollo program management 
NASA further advised us that a special study 
team had been established m accordance mth 
our proposal The study was subsequently 
completed and a number of recommendations 
were made to Improve quahty assurance m 
the Apollo program (B-156556, March 11, 
1969) 

187 QUALITY ASSURANCE CON- 
TRO LS (b)-During testing, the S-IVB-503 
stage of the Saturn launch vehicle was accl- 
dently destroyed The Natlonal Aeronautics 
and Space Admmlstratlon (NASA) and the 
McDonnell Douglas Corporation (MD(Z)- 
manufacturer of the stage-attnbuted the 
cause of the accident to the use of nonspeclfi- 
cation weld wire m the fabncatlon by an 
MDC subcontractor of a high pressure tltan- 
mm sphere used to store hehum m the stage, 
commercially pure tltamum wire was used 
instead of the specified tltanmm alloy wire 

Under NASA pohcy, contractors are to 
mstitute quahty assurance programs whch 
will provide for early and prompt detectlon of 
actual or potential errors, system incompatl- 
blhty, margmal quahty, and trends or condl- 
tions whch could result m unsatisfactory 
quahty products We expressed the behef 
that, if estabhshed quahty assurance proce- 
dures had been effectively carrted out by 
MDC and the subcontractor, the accident 
probably would not have occurred 

We found that, m some cases, MDC and 
the subcontractor had not effectively per- 
formed certam quality assurance procedures 
In other cases, anomahes &sclosed by tests 
called for by these procedures were not gven 
appropriate attention As a result the receipt 
and use of the nonspeclflcatlon weld wire 
remained undetected until after the accident 
The deficiencies noted by us related to a 
breakdown m the subcontractor’s inspection 
of mater& received, an apparent inattention 
to the adverse results of certam weld tests, 
and an apparent lack of adequate inspection 
by MDC at the subcontractor’s faclhty 

NASA relies on its own quality assurance 
orgamzatlon and those of other Government 
agencies and contractors to ensure the receipt 
of an acceptable product, and each orgamza- 
tlon has certain responslblhtles and functions 
whch must be carned out We expressed the 
belief that each of the orgamzatlons did not 
effectively carry out its quality assurance 
functions m this situation and that each must 
be held accountable m varymg degrees when a 
defective product gets through the system 

We suggested that (a) provlslon be made 
m NASA procedures for greater dlssemmatlon 
by NASA of mformatlon on significant qual- 
lty assurance deflclenaes (procedural or 
otherwise) noted at subcontractors’ facihties 
to NASA quality assurance orgamzatlons and 
its prime contractors, (b) NASA balance its 
surveillance efforts by providing more empha- 
sis on comprehensive surveys of subcon- 
tractor’s comphance with quality assurance 
provIslons, and (c) recommendations by the 
NASA accident investigation board to improve 
quality assurance procedures with respect to 
the manufacture of titanium pressure vessels 
be adopted and applied to other contractors 
NASA indicated substantial comphance with 
each of our suggestions (B-156556, Apnl 15, 
1969) 
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COORDINATION 

188 CIVILIAN PERSONNEL AT 
MILITARY INSTALLATIONS-Our findmgs 
m an mvestlgatlon, made at the request of a 
Congressman, of the practices at an Air Force 
base m deta&ng (asslgnmg) clvdlan employees 
to work on other than then- regular Jobs led us 
to an expanded review of the practices fol- 
lowed at 10 mdustnal-type rmhtary mstalla- 
tions m the Department of Defense Our 
report on the review was Issued to the Con- 
gress m November 1968 

The head of an executive department or 
a rmhtary department 1s permitted by law to 
detd employees among the bureaus and 
offices of hrs department except those em- 
ployees requned by law to be exclusively 
engaged on some specific work Details m 
excess of 30 days are reqmred to be recorded 
as personnel actlons and the records mam- 
tamed permanently m the agency’s official 
personnel folders 

We found many Instances where large 
numbers of employees were bemg “loaned” 
or “borrowed” between shops for extended 
penods m excess of 30 days wlthout appropn- 
ate personnel action to credit the mdlvlduals 
for the time mvolved, and we found mstances 
where details either had not been recorded or 
had been improperly recorded 

Details m excess of 6 months (now 120 
days), because they confhct vvlth the prm- 
ciples of proper Job evaluation, are requned 
to be approved by the local office of the Clvll 
Service Comrmsslon We found many m- 
stances where the required approvals had not 
been obtamed We also found instances of 
employees’ bemg detailed to lllgher and lower 
grade posltlons and employees’ bemg gven 
temporary promotions to fill vacancies 

Little evidence was found that internal 

MANPOWER UTILIZATION 

au&t and review staffs of the military depart- 
ments or the c1v1.I Service Commlsslon mspec- 
tlon teams had found these types of defla- 
encles or, if they had, that they had identified 
the causes and made appropnate recommen- 
dations 

The Secretary of Defense and the Chair- 
man, Clvll SeMce Commrsslon, agreed, m 
general, urlth our suggestions for corrective 
measures The Department outlined to us the 
actions that had been taken m each of the 
military departments and m the Defense 
Supply Agency These actions should prdtect 
the mterests of both the employee and the 
Government The Civil Service Commlsslon 
advised us that it would issue further gmde- 
lines to its inspectors to ensure more specific 
coverage of detaihng m theu mspectlons 
(B-l 60879, November 15, 1968) 

189 SHORTAGE CATEGORIES OF 
CIVILIAN MANPOWER SKILLS-We found 
a lack of consistency, precision, and depth of 
coverage m the defimtlon and ldentlficatlon 
of cntlcal shortages of clvlllan manpower 
sklTls and m the procedures for deahng unth 
them Management of shortage categories of 
sktis was largely decentrahzed even at the 
mstallation level As a result, problems of 
clvlllan staff imbalances were considered over 
too narrow a range of circumstances and 
pnonties 

We expressed the belief that better cry 
tena are needed for ldentlfymg and reportmg 
shortages m skills to ensure that the best 
due&on 1s grven to current recruitment and 
placement efforts and to long-range personnel 
programs, such as trammg and career develop- 
ment 

In our report issued to the Secretary of 
Defense m June 1969, we recommended that 
umform Defense-wide cntena and gmdehnes 
for the ldentificatlon of shortage-category 
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skrlls be established on the basrs of their 
impact upon assigned nussrons We recom- 
mended further that the military departments 
estabhsh reportmg procedures to ensure that 
penodrc centrahzed attentron 1s grven to 
shortage-category skdls (B-146824, June 26, 
1969) 

190 MILITARY PERSONNEL AT 
AIR BASES IN THAILAND-h a report 
issued to the Congress m May 1969, we pre- 
sented our findmgs that An Force umts par- 
trcrpatmg m Southeast Asia operatrons and 
stationed m Tharland had not received on a 
trmely basis the personnel needed for support 
of their programs The prmapal cause of the 
shortage of personnel was the hmrtatron on 
the number of U S rmhtary personnel per- 
nutted m Tharland under exrstmg country-to- 
country agreements 

Had there been no such hrnrtatron, how- 
ever, there strll would have been a shortage of 
personnel because there were not adequate 
data and crrterra to develop base level man- 
power requrrements and management engr- 
neermg teams were not bemg use effectively 
to deternnne and review manpower needs at 
base level The srtuatron could have been 
alleviated somewhat rf properly tramed and 
experienced personnel had been assigned to 
these bases and rf local natronals had been 
utrhzed to a greater extent 

We suggested that the Au Force could 
improve its management of manpower re- 
sources by 

-Reporting all known manpower requlre- 
ments 

-Studying the advlslbMy of Improving 
management engmeermg teams 

-IncreasIng the use of local nationals 

-Studying the means by which the man- 
power authorlzatlon system could be 
improved to provtde the capability to 
adlust manpower authorizations in sup- 

port activities concurrently with major 
changes in work load 

The An- Force concurred, m general, m 
our fmdmgs and outhned the actions taken as 
a result of our revrew The Arr Force drd not 
beheve, however, that there was a need for 
the suggested study of the manpower authorr- 
zatlon system 

We suggested also that the Congress may 
wish to consrder the level of exrstmg country 
cerhngs on U S personnel, the process by 
which such cerhngs are adJusted, and then ef- 
fect on the conduct of operations m South- 
east Asia (B-165863, May 23, 1969) 

191 TEMPORARY DUTY ASSIGN- 
MENTS-We examrned about 1,000 travel 
vouchers showmg payments of per drem to 
m&tar-y personnel of the An Force assigned . 
to temporary duty (TDY) to attend courses 
of mstructron We found that, of 190 of the 
personnel who had reported to then assigned 
TDY locatrons earher than necessary, 148 had 
reported 1 day early and 42 had reported 
from 2 to 10 days early Payments of per 
diem were made to 146 of these mdrviduab at 
rates rangng from $1 to $16 a day, depending 
on the avarlabrhty of Government quarters 
and messmg facrhtres 

Of greater srgmficance than the unneces- 
sary per diem payments by reason of early 
reporting 1s the meffectrve utrhzatron of the 
personnel mvolved We were mformed that 
those m&vrduals who arrrve 1 or 2 days early 
are not normally assigned duties for such 
days Those who arrrve more than 2 days 
early either are encouraged to take leave untrl 
processmg time or are assigned to general or 
squadron dutres 

In a report issued to the Secretary of the 
An Force m Aprrl 1969, we expressed our 
opmron that the major cause of the early re- 
porting was the farlure to comply with the 
prescribed requrre,nent of the Arr Force that 
the travel orders include the statement “mdr- 
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vldual ~111 report to TDY statlon no earlier 
than-(hour and date) ” We found that the 
hour and date had been onutted from 422 of 
the orders included m our test, the class start- 
mg date had been on&ted from 197 orders, 
and the startmg hour and date of the class had 
been ormtted from 13 1 orders 

In response to our report, the hr Force 
outhned certam actions taken to ensure that 
all tramees arr?ve at trammg centers on the 
estabhshed reportmg dates (B-l 66508, April 
2,1969) 

PLANNING 

192 COMPUTATION OF REQUIRE- 
MENTS FOR TRAINING OF ENLISTED 
PERSONNEL IN SPECIALTY SKILLS-Our 
examtnation of- 3,042 records of enhsted per- 
sonnel at 19 nuhtary mstallations showed 
numerous errors These errors mdlcated that 
the trammg requirements, computed on the 
basis of the erroneous records, had been un- 
derstated by about 86,000 mdlvlduals for 
other skills 

We presented these fmdmgs m a report 
issued to the Secretary of Defense m June 
1969 Since we had made a number of sug- 
gestions for improvement in our pnor reports 
on nuhtary personnel data systems and rec- 
ords of tbs type, we made no new proposals 
for corrective action (B-l 64471, June 4, 
1969) 

MANPOWER UTILIZA TION- 
GENERAL 

193 USE OF CIVILIANS IN LIEU 
OF MILITARY PERSONNEL-h a report to 
the Congress, dated May 1969, we concluded 
that, although the Coast Guard had converted 
many of the nuhtary billets cited m a previous 
GAO report to clvlhan posrtions, this action 
was not a part of a contmumg program dl- 

rected toward makmg full use of cn&an per- 
sonnel We therefore proposed that the Com- 
mandant of the Coast Guard implement a pro- 
gram that would convert nuhtary billets essen- 
tially clwhan m character to positions that 
would be filled by clvihan personnel We also 
suggested that formal guldehnes, goals, re- 
ports, and follow-up procedures be estab- 
hshed so that management could mamtam 
vldance over the program and measure its 
acbevements 

The Commandant informed us that the 
Coast Guard was m general agreement mth 
the recommendation that “full responslb&ty 
for the implementation of the (conversion) 
program be centered m Headquarters, and 
that formal guldehnes, goals, reports, and fol- 
low-up procedures (should) be estab- 
hshed ” The Commandant stated, how- 
ever, that Pubhc Law 90-364, whch hnuts the 
number of clvlhan employees m executive 
agencies, would have an Impact on the pro- 
gram He stated that, as long as these restnc- 
tions on clvlhan employment remamed m 
effect, httle or no progress on the conversion 
program could be expected 

Because of the substantial savings attam- 
able by clvlhanlzatlon-using clvlhan rather 
than mlhtary personnel for clvlllan-type 
duties-and because of the adverse effect of 
Public Law 90-364 on clvlllamzatlon pro- 
grams of the Coast Guard and the Department 
of Defense, ths matter was brought to the 
attention of the Congress (B-l 1485 1, May 8, 
1969) 

194 CONSOLIDATION OF FLIGHT 
INSPECTION ACTIVITIES AT FRANK- 
FURT-h September 1968, we reported to 
the Congress on our review of selected actlv- 
ltles of Federal Avlatlon Admmlstratlon’s 
(FAA’s) European Regon Our rewew 
showed that, by consohdatmg the actlvltles of 
the Beirut fhght mspectlon group with the 
fhght mspection group at Frankfurt, oper- 
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atmg costs could be reduced mthout impan- 
mg operational effectiveness 

In our exammatlon mto the feaslblllty of 
consohdatmg the fhght mspectlon actlvltles of 
the Beirut and Frankfurt groups, we evaluated 
the fiscal year 1967 work load of the two 
groups and considered the effect that the 
transfer of the Benut functions to Frankfurt 
would have on both the lo@stlcs and the costs 
of fhght-checking the navlgatlonal ads m 
areas which were being served by Benut On 
the basis of our analysis of the work loads of 
both groups, we concluded that consohdatlon 
could result m savings of about $2 15,000 an- 
nually Such consohdatlon could provide ad- 

&tional benefits by makmg feasible the per- 
manent replacement of the four-engme DC-4 
aucraft used by the Beirut group with the 
more econonucally operated two-engme T-29 
arcraft which was assigned, on a loan basis, to 
the Frankfurt group Tlus would also ehml- 
nate the need to mcur costs for mamtammg 
about $350,000 worth of arcraft spare parts, 
avlomcs equipment and spares, and shop 
equipment used to service the DC-4 

FAA agreed wth our proposals and 
stated that actlon had been mltlated to con- 
sohdate the Beirut and Frankfurt flight m- 
spectlon groups The consohdatlon was 
completed on June 30, 1968 (B-l 64497( l), 
September 18, 1968) 
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PAY, ALLOWANCES, AND EMPLOYEE BENEFITS 

FEDERAL EMPLOYEES’ HEALTH 
AND INSURANCE PROGRAMS 

195 MEDICAL BENEFITS FUR- 
NISHED TO EMPLOYEES OVERSEAS-In a 
report to the Congress m May 1968 we 
recommended that the Department of State 
and the Civil Service Commlsslon (CSC) coop- 
eratlvely nutlate action to mmmuze the costly 
effects of the Government’s form of partlclpa- 
bon m the two Federal health programs ava.& 
able to Foreign Service employees 

We were advised by letter dated Novem- 
ber 13, 1968, from the Deputy Assistant 
Secretary for Budget, Department of State, 
that the Amencan Foreign Service Protective 
Assoclatlon (AFSPA) had approved changes 
m its Foreign Service Benefit Plan, effective 
January 1, 1970, whereby the plan would 
pronde benefits for covered services overseas 
on the same basis as for services m the United 
States, whch would ehrnmate the difference 
m deductible items This would include ex- 
tension to benefits and services now covered 
by the Department’s Me&Cal Program AFPSA 
agreed to include this commitment m its 1969 
contract urlth CSC 

CSC and the Bureau of the Budget con- 
curred that thrs actlon by AFSPA achieved 
the ObJective of our report (B-162639, May 
23, 1968) 

196 AMOUNTS CHARGED FOR 
EXPENSES OF MAINTENANCE AND 
OPERATION AND RISK CHARGE-The 
Civil Service Commission’s group insurance 
pohcy with the Shenandoah Life Insurance 
Company provided that Shenandoah be renn- 
bursed for all expenses of mamtenance and 
operation under the group pohcy but not in 
excess of 2 percent of gross prenuums The 
pohcy provided for an allowance for mdlrect 
costs equal to 66-2/3 percent of total direct 
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costs In addition, the insurer was to be 
allowed a nsk charge equal to 1 5 percent of 
gross prenuums 

We found that Shenandoah’s method of 
allocating certam &ect expenses to the group 
pohcy on the basis of the ratio of the number 
of group insurance certlflcates under the 
pohcy to the total number of all Shenandoah 
group insurance certificates in force had been 
inequitable because less time had been 
expended on a per-certificate basis m the 
maintenance and operation under the Com- 
mlsslon’s group insurance pohcy than had 
been expended under other group insurance 
pohcles issued by Shenandoah 

We found also that the risk-charge rate 
had remained unchanged since 1956, although 
m 1961 the Commlsslon had authollzed 
Shenandoah to retam a contingency Ieserve 
fund-currently $6 m&on, or about l-year’s 
premnuns-to provide for possible adverse 
fluctuations m future charges under the 
Pohcy 

In a February 1968 report to the Execu- 
tive Director of the Commlsslon, we lecom- 
mended that the Commlsslon (a) request 
Shenandoah to reuse its method of dlstnb- 
utmg expenses under the group pohcy with 
the view of provldmg a more equitable basis 
for allocating direct expenses and ehmmatmg 
the method of relmbursmg Shenandoah for 
m&ect expenses through a fixed percentage 
of dn-ect expenses and (b) look mto the possl- 
blhty of obtammg an appropnate reduction m 
the nsk charge m view of the avallablllty of 
the contmgency reserve, which was not m 
existence at the time the risk charge was 
established 

The Executive Director advised us m 
October 1968, that the Commlsslon had 
entered into an agreement mth Shenandoah, 
effective January 1, 1968, to combine the nsk 



charge of 1 5 percent of gross premiums \;vlth 
the provlslon for allocation of both direct and 
mdn-ect expenses, which amounted to about 
1 7 percent of gross premiums for calendar 
year 1967, mto one retention rate of 2 25 
percent of gross premmms, which would 
reduce Shenandoah’s retention for these items 
by about 30 percent We estimated that ths 
actlon would result m savmgs to the program 
of about $57,000 annually (Report to Execu- 
tive Director, U S Clvd Service Comnusslon, 
February 19, 1968) 

197 METHOD OF COMPUTING 
INTEREST EARNINGS ON CONTINGENCY 
RESERVE FUND-In February 1968 we 
reported to the Executive Director of the 
Cwll Service Commlsslon that certam msur- 
ante prenuum funds paid by the Commlsslon 
to the Shenandoah tife Insurance Company, 
under a group insurance pohcy covermg 
former members of cer taln Federal 
employees’ beneficial assoclatlons, had not 
been considered for the appropriate penod of 
time m the computation of interest earned on 
contingency reserve funds As a result, pre- 
nuum funds equivalent to one quarterly msur- 
ante premmm, which averaged about $1 5 
m&on m 1967, &d not earn interest for a 
period of about 6 months durmg each pohcy 
yea 

We recommended that the Comnusslon 
request Shenandoah to revise Its method of 
computmg interest earned on the contingency 
reserve funds to gve approprrate effect to the 
full time during which msurance premmms 
under the group pohcy were available to 
Shenandoah We recommended also that 
Shenandoah be requested to recompute the 
interest earnmgs for applicable pnor years m 
accordance with such revised method and 
make appropriate refunds to the Commlsslon 

The Commlsslon’s Executive Director 
advised us m October 1968 that Shenandoah 
had agreed to make appropriate revlslon m 
the method used for computmg interest on 
the contingency reserve funds and that adjust- 

ments would be made retroactively to 1961 
when the contmgency reserve fund was ml- 
tlally authorized by the Commlsslon 

Shenandoah subsequently paid $243,840 
to the Comnusslon representmg additional 
interest on contmgency reserve funds for 
pohcy years 1961 through 1967 We estl- 
mated that the revised method for computmg 
interest would result m potential addltlonal 
interest earnmgs to the Commlsslon of about 
$3 9,000 annually (Report to Executive 
Director, U S CM Service Commlsslon, 
February 19, 1968) 

198 INVESTMENT OF FUNDS IN 
EXCESS OF CURRENT NEEDS-Under the 
Government-wide Service Benefit Plan of the 
Federal Employees’ Health Benefits Program 
(FEP), the clvll Service Commrsslon recuts 
subscription charges tmce a month to the 
contractor who uses the funds prima&y for 
relmbursmg local Blue Cross and Blue SheId 
plans for benefits pald, making advances to 
local plans, and paymg other allowable 
charges The contractor IS required to invest 
all funds on hand that are m excess of those 
needed to discharge promptly the obhgatlons 
incurred 

We found that funds m excess of the 
amounts needed to meet current obhgatlons 
had not been invested by the contractor Our 
analysis of the contractor’s four non-mterest- 
bearmg checkmg accounts mamtamed for 
FEP activities showed that the combmed cash 
balances averaged $10 nulhon a day durmg 
the period covered by our review Because of 
the substantial balances maintained m these 
non-mterest-beanng checking accounts, we 
suggested that the contractor adopt a pohcy 
that funds m excess of those needed to meet 
current obhgatlons be invested either wrth 
local banks or m short-term securities 

The contractor subsequently took action 
whereby the balances m the four checking 
accounts were reduced so as not to exceed a 
combined total of $280,000 and the excess 
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funds were invested We estimated that the 
change m pohcy should produce addltlonal 
interest income for FEP of about $400,000 
annually 

199 APPROVAL OF PHYSICIANS’ 
F E ES- Our review showed that the Bureau of 
Employees’ Compensation, Department of 
Labor, had not adopted an off1cla.l medlcal 
fee schedule for use by its dlstnct offices’ 
voucher exammers m evaluatmg the reasonable- 
ness of bills submitted by private physlclans 
for their services performed for Federal em- 
ployees In certam States, where State mdus- 
trml commlsslon fee schedules were required 
to be considered by the Bureau voucher ex- 
anuners, we found that, m many mstances, 
fees rangmg up to $375 more than the maxl- 
mum amounts shown m the schedules had 
been pad wrthout rotten Justlficatlons or ex- 
planations to support such payments In May 
1969 we reported to the Congress that, on the 
basis of our review, it appeared that the 
Bureau routmely had pad all bills submitted 
and that each voucher examiner had rehed on 
tis own personal Judgment and past exper.I- 
ence m approvmg such bills and did not have 
an official standard for guidance 

We proposed to the Secretary of Labor 
that the Bureau develop appropnate geo- 
graphical area fee schedules for use by Bureau 
voucher exammers m determlmng the reason- 
ableness of the fees churned for medical serv- 
ices and Insert m each case file an adequate 
Justlficatlon for the payment of a physlclan’s 
fee that IS h&er than the fee prescribed m 
the fee schedule 

In January 1969, the Bureau issued m- 
structlons remmdmg personnel of their re- 
sponslblhtles to determme whether me&Cal 
fees are reasonable and to enter wrltten Justl- 
fications m the case records when slgmfi- 
cantly hgher fees are approved We were ad- 
vised by the Acting Assistant Secretary of 
Labor for Admmlstratlon that local fee 
schedules, generally based on Blue Cross and 
Blue SheId rates, would be used by the Bu- 
reau for determmmg the reasonableness of 
medical fees (B-157593, May 29, 1969) 

200 INCREASED USE OF FED- 
ERAL MEDICAL FACILITIES-In a report 
subrmtted to the Congress m May 1969, we 
pomt out that the Bureau of Employees’ 
Compensation, Department of Labor, was 
making no substantial effort to use less costly 
avalable Federal me&Cal faclhtles for the 
treatment of disabled Federal employees We 
found that the Bureau routmely referred dls- 
abled Federal employees to more expensive 
private physlclans and hospitals wlthout g~v- 
mg conslderatlon to usmg Federal hospitals 
and melcal facdltles operated by the Veter- 
ans Admmlstratlon (VA) and the Department 
of Defense that were located m the same area 

We estimated that the Bureau could have 
acheved annual savings of about $120,000 at 
Just one of Its 10 dlstnct offices, if one com- 
mon type of hsablement requlrmg hospltal- 
lzatlon had been treated m Federal instead of 
private hospitals We concluded that, &tlon- 
wde, substantial savings were attamable by 
the Bureau through increased utlllzatlon of 
less costly, available Federal me&Cal facllltles 

We recommended that the Department 
revise its procedures to requne, where 
practicable, the maxnnum utlhzatlon of aval- 
able Federal me&Cal facllltles for treatment 
of disabled Federal employees In January 
1969, the Bureau Issued mstructlons to re- 
rend Its personnel to make every effort to use 
VA and rmhtary medical fac&tles m appropn- 
ate cases We recommended further that the 
Secretary &rect the Bureau to make selective 
reviews of Its field actlvlties, on a periodic 
basis, to deternune whether the January 1969 
mstructlons are bemg properly implemented 
(B-l 57593, May 29, 1969) 

291 REIMBURSEMENT OF DRUG 
COSTS-Our review showed that Department 
of Labor voucher examiners were approving 
disabled Federal employees’ clams for relm- 
bursement of drug costs ulthout requlnng 
sufficient information for properly evaluatmg 
the reasonableness of the clanns Regulations 
by the Bureau of Employees’ Compensation, 
Department of Labor, state that vouchers 
must contam sufflclent ltemzatlon so that 
the charges may be properly evaluated by the 
medical voucher examiners to determme, wth 
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reasonable certamty, whether the charges are 
appropnate The regulations state also that 
bills should be ltenuzed to clearly show dates 
of treatment, character of services or supplies, 
and the amount charged for each 

In a May 1969 report to the Congress, 
we pointed out that, at four Bureau dlstrrct 
offices, we reviewed 142 payments for drugs 
totaling about $13,255 For 49 of the pay- 
ments, the vouchers contamed the necessary 
mformatlon, but, for the remammg 93 pay- 
ments totaling $6,915, the vouchers did not 
show either the descnptlons or the quantltles 
of the drugs, thus the voucher provided no 
basis for determmmg the propnety of the 
clams 

We recommended that the Secretary of 
Labor &rect the Bureau to require that clams 
subrmtted by bsabled Fedeml employees for 
reimbursement of drug costs be supported by 
descriptions and quantities of the drugs pur- 
chased so as to provide the necessary data for 
determmmg the propnety of the clams and 
the reasonableness of the drug prices We rec- 
ommended further that the Secretary explore 
urlth the Veterans Admmlstratlon (VA) the 
feasibility of havmg the Bureau authonze dls- 
abled Federal employees to purchase prescnp- 
tion drugs at contract prices from pharmacies 
which have pncmg agreements v&h VA 

The Department of Labor disagreed with 
our proposal regardmg the need to obtam m- 
formation necessary to determine the reason- 
ableness of prescnptlon drug costs The cost, 
such as salves of Bureau personnel, of 
obtammg such mformatlon was considered by 
the Bureau to far outwelgh the advantages of 
the proposal We recommended that the 
Bureau, unthm Its present staffing capablhtles, 
consider the use of statlstlcal-samplmg tech- 
mques to strengthen control over amounts 
pad for prescnptlon drugs Such sampling, in 
our opmlon, would not require addItIonal 
staff (B-157593, May 29, 1969) 

GO VERNMENT-FURNISHhD HOUSING, 
LODGING, AND MEALS 

202 PHASEOUT OF EMPLOYEE 
HOUSING UNITS-h a report to the Admm- 
lstrator of Veterans Affans m July 1968, we 

concluded that it was not econormcally feasl- 
ble to contmue the operation of housing 
quarters for nonkey personnel at the Perry 
Pomt, Maryland, hospital We estimated that, 
on the basis of the hospital’s forecast of oper- 
ations for the 1 O-year penod ending June 30, 
1975, operating, maintenance, and renovation 
costs for these units would exceed rental reve- 
nues by about $863,000 Our review also 
showed that sufficient private housing was 
avalable m the area of the hospital to accom- 
modate the nonkey employees who are not 
required by Veterans Admmlstratlon (VA) 
pohcy to reside on the hospital grounds 

We recommended that the Adrmmstrator 
of Veterans Affairs (a) determme and Justify, 
on an mdlvldual basis, the number of houses 
needed at the Perry Pomt hospital for em- 
ployees who, under current agency pohcy and 
regulations, are not designated key personnel 
but whose residence on the station 1s essential 
for effective operation of the hospital and (b) 
plan for the closing of unneeded houses urlth- 
m a specified time penod We recommended 
further that snmlar actlon be taken for other 
VA hospitals operating housmg m excess of 
that required under VA pohcy 

In response to our report, the Adnums- 
trator stated that, although VA would not 
close the housing umts at the Perry Point 
hospital Immelately, and force the employ- 
ees to leave, VA mtended to phase out the 
housing units as it becomes uneconomical to 
continue operatmg them m the future He 
stated also that VA would continue to review 
its requn-ements for operating quarters at 
other VA stations and would phase out such 
quarters when they are not required or cannot 
be mamtamed on an econormcal basis 

In June 1969, VA advised us that certam 
vacant quarters at Perry Pomt had been closed 
and earmarked for demohtlon and that It was 
developmg a revised pohcy on retention of 
housmg quarters encompassmg the entlre VA 
system and mcludmg such factors asJustlfica- 
tlon for contmued mamtenance expenditures 
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and the determination of rental rates 
(B-133044, July 3, 1968) 

T.A VEL AD VANCES AND 
ALLOWANCES 

203 JUSTIFICATION OF EXPEN- 
DITURES ON TRAVEL VOUCHERS-We re- 
ported to the Chanman of the National Medl- 
atlon Board (NMB) m January 1969 that 
travelers had not furmshed adequate Justifica- 
bon for certain types of expenditures, which 
precluded agency officials and the certifying 
officers from making an effective review of 
the travel vouchers On a number of vouchers 
that we exammed, we noted the followmg ex- 
penditures which Qd not contam the required 
Justification or explanation (a) use of first- 
class an and rail transportation Instead of 
coach, (b) use of taxlcabs without showing 
that such use was advantageous to the Gov- 
ernment, (c) rentmg of hotel rooms for con- 
ferences instead of utlhzmg Government facll- 
ltles, (d) tips for baggage handlmg mth no 
mdlcatlon that the baggage contained Govern- 
ment material, and (e) use of commercially 
rented automobiles Instead of utfizmg Gen- 
eral Services Admmlstratlon vehcles 

In the examples noted during our review, 
the certifying officers had approved the 
vouchers even though they &d not contam 
adequate Justification for the expenditures 
clamed Officials of NMB mformed us that 
they agreed that additional Justliicatlon for 
questionable expenltures should be required 
on the travel orders and that a general travel 
directive would be Issued to correct exlstmg 
weaknesses They stated also that NMB had 
taken action to obtam Government drivers’ 
hcenses for Its employees to reduce the need 
for car rentals (Report to Chan-man, National 
Mediation Board, January 29, 1969) 

204 MO-VING EXPENSES-h a re- 
port to the Assistant Secretary for Admmls- 
tratlon m June 1969, we concluded that more 
effective actlon was required by the Depart- 
ment of Labor to correct its admlmstratlve 
control over reimbursements for moving ex- 

penses incurred by employees m connection 
wth permanent changes of official station 

Durmg our review, we exammed mto 
351 Items mvolvmg $187,304 paid for moving 
expenses during fiscal year 1968 and we ques- 
tioned 48 items totalmg $14,105 The Depart- 
ment advised us that a number of recoveries 
were being effected as a result of our ques- 
tionmg the items 

On the basis of our renew, we beheved 
there was a need for more adequate under- 
standmg of the law and regulations by re- 
sponsible adrmmstrative, supemsory, and 
voucher audit personnel We recommended 
that clams for reimbursement for moving ex- 
penses be thoroughly scrutlmzed for com- 
phance wth appropriate regulations of the 
Bureau of the Budget prior to submlsslon for 
payment and that more emphasis be placed 
on securmg adequate documentation (Report 
to the Assistant Secretary for Admlmstration, 
Department of Labor, June 12, 1969) 

205 DESIGNATION OF OFFICIAL 
DUTY STATION-h our January 1969 re- 
port to the Chairman of the National Me&a- 
bon Board (NMB), we stated that NMB had 
mcuned $21,317 m additional costs for travel 
and per diem m heu of subsistence because 
the official duty statlons of SIX mediators of 
NMB had been designated as their places of 
residence rather than as the places where they 
performed the greater part of their duties 

NMB offlclals Informed us that the medl- 
ators’ residences were considered to be then 
official duty stations because NMB had no 
regonal offices to which these meQators 
could be assigned We recogmzed that It 
would not be economical to estabhsh regonal 
offices In accordance v&h related Comptrol- 
ler General declslons, however, we concluded 
that NMB should have redesignated the offl- 
clal duty stations of these employees to duty 
stations where the mekators performed the 
greater part of their duties The mediators 
would then have the choice of relocatmg their 
places of residence or commutmg to their 
places of employment at then own expense 

We recommended that the official duty 
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stations for the SIX medators be the prmclpal 
cities where the melators performed the 
greater part of their duties 

In April 1969, the Executive Secretary, 
NMB, advised us that the present system of 
estabhshmg the home of the me&ator as his 
duty station had proven the most satisfactory 
method and that he did not beheve that the 
changes we suggested would be m the best 
interests of NMB He cited the dependency of 
the case load upon actions of others and the 
irregular work hours of the mediators as 
factors supportmg the present procedure 

In July 1969, we advised the Chanman, 
NMB, that we could not perceive how the 
dependency of NMB’s case load upon the 
actlons of others and the lrregularlty of the 
me&ators’ work hours could have any slgnlfi- 
cant bearmg on where official duty statlons 
should be designated We stated that we could 
find no legal basis which would permit the 
designation of a me&ator’s home as his offi- 
clal duty statlon where the predommant 
amount of hrs official business 1s performed at 
a different location Accordmgly, we sug- 
gested that as long as the SIX mediators con- 
tmue to perform the predommant portion of 
then work at certam locations, their offlclal 
duty stations be redesignated to those loca- 
tions We stated that such redewgnations 
should be made mthm a reasonable period of 
time or we would have to take exceptlon to 
future payments for the me&ators’ transpor- 
tation between their homes and their prmcl- 
pal places of duty and for per &em while at 
then prmclpal places of duty (Report to 
Chanman, National Mediation Board, January 
29, 1969) 

206 USE OF PERSONALLY 
OWNED AUTOMOBILES-h our January 
1969 report to the Charman of the Natlonal 
Mediation Board (NMB), we noted that over- 
payments of $1,441 had resulted prnnallly 
from allowmg rennbursement for the use of 
personally owned automobiles on offiaal 
busmess as opposed to common carriers and 
from rennbursements for travel expenses m- 
curred for personal reasons We also noted 

man-hours valued at $1,795 that should prop- 
erly have been charged to employees’ leave 
because the hours represented excess travel 
time mcurred m travel status for personal 
reasons We &scussed the deficlencles with 
officlals of the NMB who issued appropnate 
mstructlons to correct the deficiencies noted 
(Report to Chanman, National Mediation 
Board, January 29,1969) 

PAY, ALLOWANCES, AND 
BENEFITS-GENERAL 

207 PER DIEM PAYMENTS TO 
MILITARY PERSONNEL ON EXTENDED 
TEMPORARY DUTY ASSIGNMENTS-We 
previously reported to the Congress 
(B-153839, October 16, 1964) that the Navy 
was mcurrmg substantial unnecessary costs 
because prospeebve crew members asslgned to 
ships under construction at commercial stip- 
yards were not bemg required to use avdable 
Government quarters and messmg fadltles 
and were bemg pad per diem allowances 
instead 

As a result of that report, the Navy dls- 
contmued the practice m the New Orleans, 
Loulslana, area and required the prospective 
crew members to use the factitles at a nearby 
naval mstallatlon Durmg a recent survey we 
noted that these faclhtles had been closed and 
that the practice of paymg per diem had been 
remstated m September 1965 We undertook 
a review to determme whether consideration 
had been Dven to the alternatlve of provldmg 
Government quarters and messing factitles 
Our report on the review was issued to the 
Congress m March 1969 

We found that, although local officials 
were aware that the 1964 decision to close 
the fac&ties would result m the payment of a 
substantial amount m per diem, no studies 
had been made to determme the cost effect 
of retammg a small portion of the exlstmg 
factitles for use by the prospective crew 
members On the basis of studies mltlated 
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dunng the course of our renew, the Navy 
concluded that savmgs of about $2 7 nulhon 
could be reahzed over a 46-month penod by 
rehabfiltatmg the quarters and messing fac& 
ties previously closed at the nearby naval 
mstallatlon A contract was awarded In 
November 1968 for the renovation of the 
facllltles needed to support prospective crew 
members 

The actions that the Navy had taken fol- 
lowmg our 1964 report did not include estab- 
lishment of effective controls, mcludmg 
appropnate Internal reviews, for mamtammg 
continued surveillance over payments of per 
diem to prospective crew members asslgned m 
the New Orleans area It was not until Aplll 
1967 that the Navy issued mstructlons which 
provided, m part, for mcreased control and 
surveillance over payments of per diem to 
Navy personnel on temporary duty assxgn- 
ments (B-l 53839, March 24, 1969) 

208 CIVILIAN EMPLOYEES’ 
LEAVES OF ABSENCE-We renewed the 
mamtenance of leave of absence records for 
clvlllan employees at 28 nuhtary orgamza- 
tlons of the Department of Defense Our re- 
port on the review was issued to the Congress 
m February 1969 

At most of the orgamzatlons mcluded m 
our review, we found that the admmlstratlve 
controls over the records were not adequate 
for ensurmg clerical accuracy or compliance 
with apphcable laws On the basis of our tests, 
we estimated that these orgamzatlons averaged 
about 14,800 errors annually with a monetary 
value of about $493,000 These errors Included 
instances m which the clvfian employees had 
been gwen more leave than they were entitled 
to and mstances m which the errors had de- 
pmed the employees of leave that they had 
earned 

The 28 orgamzatlons Included m our 
review constituted a small but representative 
part of the more than 400 Department of 
Defense orgamzations m the United States 

that mamtam such records Thus It seems 
probable that the total errors on a Depart- 
ment-wide basis would be many times that 
disclosed by our review 

The errors could be attributed pmnardy 
to failure of management to estabhsh and 
operate an effective system for ldenbfymg 
and correctmg clerical lnaccuracles A contrib- 
utory cause m some instances was the failure 
to mamtam a complete file of the apphcable 
admmlstratlve regulations and mstructlons 
We found also a need for more emphasis on 
reviews of leave admmlstratlon by the Army 
Audit Agency and the Navy Area Audit Serv- 
ice, as well as by the local admmlstratlve 
review groups m the Army and Navy 

We proposed to the Secretary of Defense 
that 

-A method be establtshed for rdentlftc,a- 
tron of clerical errors 

-Payroll offices be provided with the 
instructions needed to properly admln- 
ister laws and regulations applicable to 
employees’ leave 

--Internal audrt of leave be tntensrfled 

The AssIstant Secretary of Defense 
(Comptroller) stated that each rmhtary de- 
partment would ensure establishment and 
mamtenance of adequate controls to ldentlfy 
clerical errors and would ensure also the ava& 
ablllty of admmlstratlve regulations and 
mstructlons He stated further that ks office 
would mamtam close surveillance over the 
progress attamed by the rmhtary departments 
in improvmg clerical accuracy in leave ac- 
countmg (B-l 52073, February 7,1969) 

209 NIGHT DIFFERENTIAL PREM- 
IUM PAY-Subsequent to our issuance of a 
report to the Congress m February 1964, the 
Post Office Department amended its regula- 
tions to provide that city delivery tamers be 
scheduled to report for duty prior to 6 am 
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only when absolutely necessary and aclueved 
annual savmgs of about $108,000 m night If- 
ferentml costs by adjusting the startmg times 
for many such cmers 

We reported to the Postmaster General 
m May 1968 that, on the basis of our follow- 
up review at nme post offices m the Chcago 
Postal Regon and our limited work at 14 
large post offices m other postal regons, It 
appeared to us that the actions taken by the 
Department subsequent to the issuance of our 
pno~ report had not been fully effective We 
pomted out that, at the nme post offices m 
the Chicago Postal Regon covered by our re- 
view, 1,162 (about 26 percent) of the 4,436 
city dehvery cmers servmg residential routes 
had been scheduled to commence work prior 
to 6 a m We estimated that potential savmgs 
m mght dlfferentlal costs of about $39,000 
annually could be aclzleved if these cmers 
started their workday at 6 a m or later 

After we brought ths matter to their at- 
tention, offlclals of the Chcago Postal Regon 
took actlon to reduce the night differential 
costs bemg mcurred m that regon At five of 
the 14 post offices where we had performed 
only lmuted work, however, some city de- 
hvery tamers still were scheduled to report 
for duty prior to 6 a m 

We recommended that the Postmaster 
General amend existing regulations to provide 
more specific cntena for deternumng under 
what cucumstances it 1s absolutely essential 
for crty delivery cmers serving resldentml 
routes to report for duty prior to 6 a m We 
recommended also that postmasters be re- 
quired to Justify, m writmg, to the reaonal 
offices the instances m which they determine 
that it IS absolutely necessary for such carriers 
to report for duty prior to 6 a m 

The responsible Deputy Assistant Post- 
master General mformed us that, m most m- 
stances, It was unnecessary for city dehvery 
cmers servmg residential areas to report for 
duty pnor to 6 a m He stated that l~s staff 

would look mto the apparent need for Im- 
proved management controls and that our rec- 
ommendatlons would be considered 

In July 1968 the Deputy Postmaster 
General advised us that action had been taken 
to reduce the cost of night dlfferentml pay for 
city delivery carrrers servmg resldentlal routes 
On the basis of mformatlon furnished by De- 
partment offlclals, we estimate that the action 
taken ml1 result m annual savmgs of about 
$128,000 m mght lfferentlal costs We were 
advised also that action had been taken to 
nnprove the controls over the use of night 
dlfferentral pay on residential routes 
(B-l 14874, May 2, 1968) 

210 PAYMENT OF PER DIEM-h a 
letter report to the Commandant on our re- 
view of the per &em payments made by the 
Coast Guard to advance clew members of 
high-endurance vessels constructed or under 
construction at Avondale Shipyards, Inc , 
New Orleans, Loulslana, we pointed out the 
need to estabhsh procedures requlrmg respon- 
sible officials to consider alternative methods 
of provldmg quarters and messing facllltles for 
personnel on extended temporary duty pnor 
to authonzmg the payment of per &em 

We noted that the advance crew mem- 
bers for SIX vessels, while assigned to Avon- 
dale, were authonzed the payment of per 
diem m accordance mth the provlslons of the 
Joint Travel Regulations We found that, pnor 
to authonzmg these payments, the responsl- 
ble Coast Guard officials had not adequately 
considered, nor were they required to con- 
sider, alternatlve and less costly means of pro- 
vldmg quarters and messing services We 
noted, however, that the Department of the 
Navy required that conslderatlon be gven to 
alternative means of provldmg quarters and 
messmg services for its advance crews on 
temporary duty pnor to authonzmg the pay- 
ment of per diem We noted also that a Navy 
crew asslgned to a shtp under repan at Avon- 
dale had recently used avdable commercial 
quarters and messmg faclhtles m relatively 
close proxmuty to the contractor’s yard 
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We beheved that, if the responsible Coast 
Guard officials had been required to use alter- 
native means of provldmg quarters and mes- 
smg services to these crews, such as available 
commeraal faclhtles, substantial savmgs could 
have been realized For example, on the basis 
of costs recently experienced by the Navy, we 
estimated that, d the Coast Guard had used 
avadable commercial faclhtles m relatively 
close proxnmty to Avondale for housmg and 
messing the advance crews, the costs would 
have been reduced by about 58 percent, or 
about $152,000 Moreover, with respect to 
the assignment of the advance crews for the 
remammg three vessels, we estimated that sav- 
mgs of about $52,000 could be reahzed if 
avalable commercial faclhtles were used m 
lieu of the payment of per &em 

We recommended to the Commandant 
that appropnate mstructlons be issued to re- 
quire responsible officials to consider altema- 
tlve methods of provldmg quarters and mes- 
smg facilities for personnel assigned to tempo- 
rary duty at stations for extended penods of 
time and that Justlficatlons be submltted to 
Headquarters m all instances where per diem 
IS authonzed to be paid to such personnel 
The Acting Commandant agreed that savings 
were possible and stated that defimtlve m- 
structlons were bemg developed to plovlde 
that responsible Coast Guard officials gve full 
conslderatlon to alternatlve methods of pro- 
vldmg quarters and subsistence for personnel 
assigned to extended penods of temporary 
duty (B-146898, November 6, 1968) 

211 MAINTENANCE OF ATTEN- 
DANCE AND LEAVE RECORDS-Our re- 
port to the Commlssloner of the Dlstnct of 
Columbia m January 1969 on pay, time, and 
leave operations m the Dlstnct showed that 
there was a contmuatlon of previously 
reported weaknesses 

In the Recreation Department, errors 
were found m 75 percent of the tlme-and- 
attendance records for 92 employees There 
were also numerous dlscrepancles m the 
annual and sick leave balances m the tlme- 
-and-attendance records of the Department of 
Bulldmgs and Grounds The tlme-and-attend- 
ante records of certam employees m the 
Recreation Department and the Board of 
Education showed that, at vanous times, the 
employees were on duty at two &fferent loca- 
tions for the same penod of time Since fiscal 
year 196.5, Dlstnct internal audltols have 
reported snn~lar dlscrepancles and have con- 
cluded that no slgmficant improvements m 
the accuracy of time, pay, and leave records 
have been accomphshed 

We suggested that the Dlstnct of Colum- 
bia Government intensify its efforts to 
improve the admmlstratlon and supervlslon of 
employee time, pay, and leave operations 
Our suggestion was concurred m, and on May 
23, 1968, a memorandum was issued to the 
heads of departments and agencies empha- 
slzmg the need to strengthen time, pay, and 
leave admmlstratlon by increased supervlslon 
and trammg where needed and by improved 
internal controls to ensure more accurate 
records (B-l 18638, January 3, 1969) 
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ACQUISITION OF A UTOMATIC 
DATA PROCESSmG SYSTEMS 

212 INTERCHANGEABILITY OF 
COMPUTER COMPONENTS-In June 1969 
we reported to the Congress on the results of 
our study of the acqulsltlon by Federal agen- 
cies of peripheral equipment for use with 
Automatic Data Processmg (ADP) systems 
The report pomted out that It was common 
practice for Government ADP managers to 
obtam all reqmred ADP equipment from com- 
puter systems manufacturers even though 
certain Items of eqmpment could be procured 
mole econormcally from the orlgmal manu- 
facturers or from alternate sources of supply 

We Identified selected computer compo- 
ne n t s that were directly mterchangeable 
(plug-to-plug compatible) mth certam other 
systems manufacturers’ components and were 
avdable at substantial savmgs We found that 
a number of prrvate orgamzations had m- 
stalled available equipment of thus type and 
had ackeved substantial savmgs Yet we 
found only a few instances where Federal 
agencies had availed themselves of ths eco- 
normcal means of acqmrmg computer compo- 
nents We expressed the behef that central 
agency leaderskp could provide Impetus 
which would achieve snnllar savmgs m the 
Federal Government 

We estimated that, if plug-to-plug com- 
patible components were used to replace 
similar components rented by the Govern- 
ment, annual savmgs would be at least $5 
mllhon If such components were to be pur- 
chased, savmgs would exceed $23 n-ulhon 

We expressed the belief also that, m ad- 
dition to the estimated savmgs m acqunmg 
plug-to-plug compatible components, savmgs 
are also available m the acqmsltlon of 
non-plug-to-plug components from sources 
other than the systems manufacturers We es- 
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tlmated that the purchase cost of such com- 
ponents, then bemg leased for about $50 
rmlhon, from the systems manufacturers 
would be about $250 nulhon, whereas the 
acqmsition price for solar components from 
an alternatlve source of supply probably 
would be about $150 rmlhon, a difference of 
about $100 nulhon However, the potential 
savmgs must be evaluated m hght of costs as- 
sociated vvlth combmmg the components mto 
a total computer system 

The report contamed the recommen- 
dations that 

-The head of each Federal agency take 
actlon to implement steps requlrrng re- 
placement of leased components that 
can be replaced wrth more economrcal 
plug-to-plug compatible umts 

-The Bureau of the Budget, and the Gen- 
eral Services Admintstration provide 
more speclftc guidelines for the evalua- 
tion and selectron of plug-to-plug com- 
patible equtpment and for other compo- 
nents 

-Pending the issuance of speclflc pollcres, 
the factors described In the report be 
used by Federal agencies to evaluate 
alternate sources of ADP equipment, 
and 

-Inasmuch as third-party leasing arrange- 
ments generally result in savings in com- 
parison with rental arrangements avail- 
able from equtpment manufacturers, 
the head of each Federal agency con- 
sider this method of procurement when 
purchase of the equipment IS deter 
mined not to be advantageous 

The use of plug-to-plug compatible com- 
ponents for Federal ADP equipment IS cur- 
rently bemg studied by the General Services 
Adrmmstration Present plans call for GSA to 
study also the acqulsltlon of other compo- 
nents and penpheral equipment from alter- 



nate sources at a later date We expressed the 
belief that the GSA study IS important and 
that it should be accelerated to provide a basis 
for promulgatmg more specific policies for 
the guidance of Federal agencies m obtaining 
ADP components from the most economical 
source of supply 

In September 1969 our report was gven 
specific conslderatlon by top Federal ADP 
managers at a conference on the selectlon and 
procurement of computer systems by the 
Federal Government The conference was 
conducted at the Federal Executive Institute 
by the Bureau of Budget and was attended by 
officials of agencies which were major users of 
ADP systems m the Federal Government The 
report of the conference, which summarized 
the consensus of the partlclpants, contamed 
the followmg statement 

-Leased peripheral equipment compo- 
nents m systems now Installed should 
be replaced by components available 
from independent peripheral manu- 
facturers or other sources If It IS deter- 
mrned that such components are com- 
parable compatible, reliable, less ex. 
pensive, and can be adequately main. 
tamed Similar conslderatron should be 
given when adding to or modifying 
existing systems These determrnatlons 
should be made on a case-by-case basis 
In consideration of the particular cir- 
cumstances that exist 

(B-l 15369, June 24, 1969) 

213 FEASIBILITY STUDIES PRIOR 
TO EXPANSION OF AUTOMATIC DATA 
PROCESSING OPERATIONS-h our report 
to the Attorney General, Department of 
Justice, m April 1969, we commented on (a) 
the increased use and expansion of automatic 
data processing (ADP) operations and faclh- 
ties w&m the Department wthout the bene- 
fit of feaslblhty studies and (b) the possible ac- 
qulsltion of separate ADP faclhtles by two 
constituent orgamzatlons 

We recommended that the Department 
estabhsh a central ADP management group 
responsible for duectmg and coordmatmg the 
development and operation of ADP factitles 
on a Department-wide basis 

The Department informed us, m Apri 
1969, that central ADP authority had been 
assigned to its Office of Management Support 
for the acqulsltlon and operation of ADP facll- 
ltles for the Department, excepting only the 
Federal Bureau of Investlgatlon (B-l 66549, 
Apnl 16, 1969) 

UTILIZATION OF AUTOMATIC DATA 
PROCESSING SYSTEMS 

214 SHARING OF AUTOMATIC 
DATA PROCESSING EQUIPMENT-The 
General Services Admmlstratlon (GSA) 1s 
responsible for Government-wide admmlstra- 
tlon of the computer-sharmg program and has 
estabhshed sharmg exchanges to serve as clear- 
mghouses for mformatlon on avdable com- 
puter time and on needs for such tnne As a 
part of tkls program, the Bureau of the 
Budget (BOB) requires that utlhzatlon reports 
be subrmtted to GSA of computers m the 
hands of Government agencies and m the 
hands of those contractors whose full com- 
puter costs are borne directly by the Govem- 
ment under cost-rennbursement-type con- 
tracts 

The Department of Defense (DOD) 
instructions for utilization reporting are con- 
sistent urlth the BOB reqmrement Thus the 
mstructlons exclude from the utlllzatlon re- 
porting system those computer facfitles of 
contractors whose computer costs are charged 
(a) mdlrectly to Government cost-type con- 
tracts, (b) directly or indirectly to Govem- 
ment fixed-price contracts, or (c) to commer- 
clal sales 

We beheve that the Government may be 
able to obtain needed computer services from 
those contractors who have cost-type con- 
tracts but whose computers faclhtles are not 
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mcluded m the computer utlhzatlon reportmg 
system and that such action would result m 
savmgs to the Government Accordmgly, m a 
report issued to the Secretary of Defense m 
March 1969, we expressed the view that the 
Government-wide sharmg system now apphca- 
ble to Government agencies and to con- 
tractors who charge total computer operating 
costs to Government cost-rennbursable-type 
contracts could be extended to provide a 
clearmghouse through which contractors hav- 
mg computer facllltles avdable could be con- 
tacted by agencies needmg such facihtles The 
contractors, as well as the Government, 
should gam by the increased utlhzatlon 
Copies of the report were furnished to GSA 
and BOB with a request for their views 

BOB agreed with the central thought 
expressed m our report and stated that the 
GSA was lookmg mto the matter m its en- 
tn-ety DOD stated that it would cooperate 
mth GSA m Its study (B-l 15369, March 3 1, 
1969) 

215 CONTROLS OVER USE OF 
COMPUTER AND ADP MATERIALS-Dur- 
mg our review of the State Department’s 
automatic data processmg (ADP) function m 
the Regonal Finance and Data Processmg 
Center (RFDPC) Pans, France, we found 
mtemal management control system weak- 
nesses which enhanced the nsk of unwar- 
ranted or unauthorrzed use of ADP equipment 
and endangered the security and mtemty of 
ADP programs and related documentation 

We found that unsupervised console 
operators had access to ADP equipment and 
all documentation and matenals needed to 
operate the computer for unauthorized pur- 
poses, adrmmstratlve reviews were not being 
performed to ensure that employees were fol- 
lowing prescribed procedures for modlfymg 
programs and related documentation, and 
essential documentation was m French and 
therefore an lmpedunent to effective manage- 
ment control and review efforts 

The details of our fmdmgs and specific 
recommendations for strengthenmg general 
management control and commumcatlon 
processes were presented to the Deputy 
Under Secretary of State for Admmlstratlon 
m a report issued m January 1968 In a letter 
m October 1968 the Department Informed us 
that actions had been taken on some of our 
recommendations, namely (a) documentation 
not essential for the operation of the eqtup- 
ment had been removed from the console 
operators’ possession, (b) software tapes were 
bemg stored m the tape Ilbrary, (c) pro- 
cedures had been instituted to prohibit unau- 
lhonzed personnel Pccess to the computer 
loom dunng nonworkmg hours, and (e) essen- 
teal documentation was bemg wlrtten m both 
English and French 

In a letter m June 1969, the Department 
informed us that, contrary to speaflc recom- 
mendations made m our report, it would not 
mstltute, for all work shifts, a procedure 
whereby programs, documentation, and tapes 
would be avalable to authonzed personnel 
only for the penod of time required for the 
execution of a computer routme and that 
action to fireproof the tape library and the 
computer room, as our report also recom- 
mended, had been deferred (B-146703, 
January 3 1,1968) 

216 IMPROVEMENTS IN CON- 
TROLS OVER USE OF COMPUTER-In 
March 1969, we reported to the Commls- 
sloner of Social Security, Department of 
Health, Education, and Welfare (HEW) that, 
during our review of the Travelers Insurance 
Company’s actlvltles as a carrier under the 
supplementary me&Cal insurance portion of 
the Medicare program, we had observed the 
followmg weaknesses in Internal controls over 
the automatic data processmg system for pro- 
cessing supplementary me&Cal insurance 
claims that conceivably could result m 
unauthonzed use of the system for personal 
gain 

-Computer program changes were made 
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without written authorlzatlon or docu- 
mentatlon for the changes and their 
effect on the system 

-Program source decks, which are 
punched cards containing computer 
instructlons in computer languizge, were 
not secured but were readily available 
to unauthorized personnel 

We discussed these matters with Travelers 
officrals who advised us that mstructrons to 
Improve the internal controls m these two 
areas had been issued m September 1968 

We recommended that the Social Security 
Admmrstratron (SSA) request the HEW Audit 
Agency or the SSA Contract Performance 
Review Branch to include thrs area m then 
next audit at Travelers and in then regular 
reviews at other carrrers We recommended 
also that SSA emphasize to all carrrers tne 
Importance of, and necessity for, adequate 
controls over Medicare payments 

SSA offrcrals advised us m June 1969 
that rmplementatron of the mstructrons issued 
by Travelers m connectron wrth our recom- 
mendation for strengthenmg internal controls 
over the automatrc data processmg system 
would be verified by SSA regional office 
representatrves during then next tnp to 
Travelers headquarters The offrcrals advised 
us also that the adequacy and effectiveness of 
fiscal mtermedranes’ internal controls over 
Medicare payments would contmue to be 
evaluated m the future by the HEW Audit 
Agency and the SSA Contract Performance 
Review Branch and that the SSA Bureau of 
Health Insurance was preparmg an mstruc tron 
to all fiscal mtermetiarres emphasrzmg the 
importance of proper controls over Medicare 
payments (Report to the Commrssroner of 
Socml Security, March 12, 1969 ) 

217 ADMINISTRATION AND CON- 
TROL OF AUTOMATIC DATA PRO- 
CESSING ACTIVITIES-h June 1969 we 
reported to the Maritime Admmrstrator, De- 

partment of Commerce, that durmg our revrew, 
we noted several areas needing improvement 
m the admmrstratron and control of the Man- 
time Admmrstratron’s Automatrc Data Pro- 
cessing actrvrtres These areas mclude (a) con- 
trol and use of magnetic tapes, (b) procedures 
and controls over classrfred data, tapes, and 
reports, (c) rermbursements for other Govern- 
ment agencies’ use of Mar&me’s computer 
system, and (d) recording and reportmg of 
computer utrlization 

Durmg our observatrons of Ma&me’s 
computer room operations, we noted that 
adequate wntten procedures for the control 
and use of magnetic tapes had not been devel- 
oped and implemented We recommended 
that Maritime develop and implement written 
procedures to (a) improve the controls over 
tape use and storage mcludmg the estabhsh- 
ment of retention dates for all records winch 
are stored on magnetic tapes, (b) hmrt access 
to the tape library, and (c) provide for 
prompt return of tapes to then storage loca- 
tions after each use In rmplementmg thrs 
recommendatron, we suggested that consrder- 
atron be grven to the feasrbrhty of mstalhng a 
tape vault to nnprove physical control over 
magnetic tapes 

We noted several weaknesses m the stor- 
age of magnetic tapes, punched cards, and 
program documentatron contammg security 
classified mformatron We also noted that one 
of the computer operators, who operated the 
computer durmg processmg of the classrfied 
data, did not have a security clearance 

We beheved that Maritime had not re- 
ceived full reimbursement from other Govern- 
ment agencies for the use of rts computer 
system and that Ma&me’s computer costs 
had been overstated and the using agencies’ 
appropnatrons augmented to the extent that 
rennbursements had not been recerved We 
therefore recommended that the Office of 
Data Systems strengthen rts control over rerm- 
bursable use of rts computer system 

We found that Marrtrme’s utrhzatron 
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records did not show all of the computer 
room activities which should be reviewed by 
management as part of its evaluation of com- 
puter operations We therefore recommended 
that Mantlme, to nnprove the efficiency of Its 
computer room operations, (a) provide a de- 
tailed schedule for the operators and tape 
librarian suffiaently m advance of the sched- 
uled starting times, (b) prepare dally sched- 
ules and utlhzatlon runs on a compatible 
basis, and (c) identify all delays, Idle periods, 
and reruns on the ut&zatlon run We recom- 
mended also that the time clock be used to 
record all begmnmg and ending tnnes for 
computer Jobs and that management review 
the time cards occasionally for handwritten or 
altered times and require an explanation for 
such changes (Report to Mmtlme Admmls- 
trator, Department of Commerce, June 24, 
1969) 

218 CENTRALIZATION AND 
SHARING OF COMPUTER FACILITIES 
-Certam departments and agencies of the 
District of Columbia Government were 
acqun-mg their own computers or were con- 
tractmg for data processmg services rather 
than usmg exlstmg Dlstnct computer fac&tles 
to the extent that time was available on those 
faclhtles Additional unused time would have 
been avaIlable on the exlstmg faclhtles had 
they been operated at h@her rates of effi- 

ciency Also there IS a need for improvement 
m certam computer operations which have a 
bearmg on the efficiency of operations and 
which have resulted m some duphcatlon of 
data processmg 

The Management Office of the Dlstnct 
has responslblhty for planning, developmg, 
duectmg, and coordmatmg a program for the 
effective use of data processmg systems and 
equipment m the several agencies Although 
certam improvements m equipment sharmg 
have been achieved, it has been difficult for 
the Management Office to fully discharge its 
responsiblhtles for a coordinated data process- 
mg program because funds for the program 
are largely budgeted and approved for the use 
of the mdlvldual agencies 

We suggested to Dlstnct officials that 
there was a need for more partlclpatlon and 
sharmg of computer faclhtles among Dlstnct 
agencies and that the budgetmg for the faclll- 
ties should be on a Dlstnct-wide basis rather 
than an mdlvldual agency basis We also 
suggested a need to improve the efficiency of 
certam computer systems 

Dlstrtct officials agreed m general with 
our fmdmgs, and corrective actions were 
being taken, or planned, for expanded coordl- 
nation of data processmg and shanng of com- 
puter systems (B-l 66723, July 3 1, 1969) 
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PROPERTY MANAGEMENT 

CONTR OL 0 VER PROPER TY 

219 ARMY AND AIR FORCE SUP- 
PLIES IN EUROPE-h August 1968 we 
Issued a summary report on the movement of 
Amencan Forces from France (Operation 
FRELOC) m 1966-67 (B-161 507, August 7, 
1968) In that report we pomted out that, 
dunng the operation, control had been lost 
over large quantities of supphes and equip 
ment 

In a report issued to the Congress m 
June 1969, we presented details of the prob- 
lems connected with controls over mventones 
m Europe as summarized m the August 1968 
report 

We found that control over assets moved 
from France by the Army and the Au Force 
had been msufficlent to ensure that shipments 
were received at the correct destmatlons m 
the quantltles and m the condltlon specified 
The loss of control was, in our opimon, 
symptomatic of a long-standing problem the 
high mcldence of error m the stock records 
The need to move most of the supplies and 
equipment stored m France on short notice 
highlighted the magmtude of the stock-record 
maccuracles 

The problem was further comphcated by 
the lack of advance mformatlon on shipments 
at the new recelvmg stations, the loss of docu- 
ments needed for mspection and accountmg 
purposes, the late mspection of receipts, the 
delayed recording of receipts, and the short 
penod of time available to physically move 
the stocks 

At the conclusion of our exammatlon, 
months after the move, it appeared that the 
Army still did not know, with any degree of 
certamty, the quantities, locations, or condo- 
tlons of Its mventones m Europe The Air 

Force, on the other hand, had been able to 
correct most of Its stock records because of 
the significantly smaller volume of assets 
moved and the prompt action of the hr 
Force to physically inventory the assets at the 
new locations 

In response to these findmgs, the Depart- 
ment of Defense informed us of the actions 
taken after the conclusion of our fieldwork 
The Department stated that the Army had 
taken steps to overcome its mventory control 
problems and that the Au Force, for the most 
part, had accounted for its mventones 
(B-161507, June 30, 1969) 

220 ARMY SUPPLIES IN KOREA- 
Our pnor reviews of supply operations m the 
Eighth U S Army m Korea had shown that 
substantial management nnprovements were 
needed to ensure that using units timely ob- 
tamed necessary supphes In June 1969 we 
issued to the Congress our report on a follow- 
up review 

Our follow-up review showed that 
needed supphes were still not bemg obtamed 
and stocked m Korea m the proper quantities 
Because of maccurate and mcomplete fman- 
clal and supply records, the Army found it 
difficult to forecast, with a reasonable degree 
of accuracy, the amount of funds needed to 
purchase proper quantltles and types of sup- 
phes to support the rmhtary umts m Korea 

Available funds were used, to a great ex- 
tent, to obtam supphes m small quantltles to 
meet mdlvldual requests of Army units m 
Korea mstead of used to obtam larger quantl- 
ties for depot stocks 

We made certam suggestions for lm- 
provement m the stock records and m the 
budgeting and fundmg procedures concernmg 
the Army m Korea We suggested that the 
Army Audit Agency mcrease the scope of Its 
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reviews m Korea In reply the Army advlsed 
‘us of actlons taken or planned which, if effec- 
tively camed out, will provide better control 
over supply and fmanclal management 
matters (B-1663 12, June 30, 1969) 

221 CONTROLS OVER ECONOMI- 
CALLY REPAIRABLE EQUIPMENT-h 
Force regulations provided for the return of 
certam unserviceable items to designated 
depots for repair if they could not be repared 
at the Air Force base level The regulations 
however, pernutted the bases to condemn the 
items as scrap If (a) they were beyond repalr, 
(b) repau costs exceeded 65 percent of re- 
placement costs, or (c) theu condemnation 
was specified by apphcable techmcal orders 
During 6 months of 1967, An Force bases 
condemned about $6 7 m&on worth of the 
type of items designated for repalr at the 
depots managed by the three An Matenel 
Areas mcluded m our review The condemna- 
tion of a substantial portion of these items 
was based on determmatlons that repair costs 
were excessive in relation to replacement 
costs 

We tested 78 items that had been con- 
demned at five bases and found that 51 of 
them could have been repalred for amounts 
slgnlficantly less than repacement costs Many 
of the condemned items were m short supply 
and, m some cases, actlon had been taken to 
procure addltlonal items Our report on these 
findmgs was issued to the Congress m October 
1968 

The pnmary reason for Improper con- 
demnation was that mamtenance personnel at 
the bases had made then determmatlons with- 
out adequate knowledge of depot repair costs, 
procedures, and capabllltles We proposed 
that the An Force regulations be revised to 
require the bases to return the Items to the 
depots unless the bases were advlsed that the 
items are (a) not needed m hr Force stocks, 
(b) obviously beyond repan-, or (c) authorized 
for dlsposltlon under Au Force techmcal 
orders 

The Au Force advised us that Its anal- 
yses mdlcated that the magmtude of improper 
condemnations did not warrant mstructmg 
the bases to return such Items to the depots 
The hr Force stated, however, that certam 
revlslons were being made m existing regula- 
tions to require (a) the reportmg of cost data 
to, and approval of the cost data by, the item 
managers pnor to condemnation of Items by 
the bases and (b) estabhshment of a review 
board at each base to mamtam surveillance 
over condemnations based on cost cntena 

We were of the opnuon that the speaal- 
lzed repan actlvltles at the depots were the 
only orgamzatlons quahfied to estimate the 
costs to repau items for which they were re- 
sponsible and, for that reason, the action 
taken by the Air Force would serve only to 
reduce but would not prevent Improper con- 
demnation of repmable items We therefore 
recommended that Au Force reconsider our 
proposal In response, the Au Force revised 
its mstructlons to prohibit condemnation at 
field level of all items which are designated as 
bemg repan-able and which have a umt cost of 
$300 or more (B-146874, October 23,1968) 

222 MANAGEMENT OF MAG- 
NETIC COMPUTER TAPE-At June 30, 
1967, the Federal Government was operatmg 
about 3,700 computers at vanous locations 
throughout the world and had accumulated 
over 10 m&on reels of magnetic tape, valued 
at about $200 m&on, to serve these com- 
puters The magnetic tape mventory of the 
Department of Defense-about 6 m&on reels 
valued at about $125 m&on--1s about 60 per- 
cent of the Government-wide total 

Our review of the practices of the De- 
partment of Defense m the procurement, use, 
and drsposltlon of its magnetic computer tape 
showed a need for centrahzed management of 
these operations Although the Department 
has generally estabhshed centrahzed controls 
over Its automatic data processmg operations, 
It has, m our opmlon, given Inadequate atten- 
tlon to smular controls over its magnetic tape 
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At the time of our review, the Au Force was 
the only service that had centrahzed its man- 
agement of magnetic tape Our report on the 
review was Issued to the Congress m Sep- 
tember 1968 

We found that, m the absence of central- 
ized management, local rmhtary commands 
had 

-Computed tape requirements without 
adequate knowledge of the quantity or 
condltlon of the tape on hand 

-Procured tape without adequate regard 
to quantity dtscounts and other advan- 
tages of centralized procurement 

-Accumulated large quantities of used 
tape wlthout testing It or attempting to 
rehabilitate It for further use 

We found also that, m some cases, no 
specific mstructlons had been established for 
determmmg when tape was unserviceable, for 
Qsposmg of unserviceable tape, or for leport- 
mg and screenmg serviceable excess tape for 
possible use by others 

The Department of Defense was m gen- 
eral agreement with our proposals for correc- 
tive action The Department advlsed us that 

-Action had been taken to screen tape 
for reuse 

-Consideration would be given to con- 
solidating tape procurements through- 
out the Department 

-Studies would be made on the need for 
a uniform method of computing re- 
qulrements for tape and the need for 
guidance rn the control and use of tape 

(B-164392, September 18, 1968) 

223 MANAGEMENT OF NONEX- 
PENDABLE PERSONAL PROPERTY 
OVERSEAS-In March 1969, we reported to 

the Congress that there was a need for the 
Department of State to improve its manage- 
ment and control over nonexpendable per- 
sonal property located at foreign posts The 
specific areas m which we noted that lmprove- 
ments were needed were 

-Fmancial controls 

-Physical inventory taking 

-Property recordkeeping 

-Physical security arrangement 

-1dentlflcatlon and disposition of excess 
property 

- Procurement 

In add&on, we noted a need for greater 
internal audit surveillance over this activity by 
the Department We recommended that 

-The Department develop and Imple- 
ment a satisfactory property accounting 
system that would meet the principles 
and standards of the Comptroller Gen- 
eral for property accounting, as set 
forth in 2 GAO 12 5 (~1, including the 
basis for control over property 

-The Department bring our report to the 
attention of the appropriate foreign 
post officials and Instruct them to re- 
view their controls and procedures ap- 
plicable to property management and to 
report to the Department whether such 
controls and procedures comply with 
Department regulations 

-Appropriate follow-up procedures be 
established to determine whether cor- 
rective action promised by the foreign 
posts was actually implemented 

-Detailed and timely site audits be made 
of all aspects of property management at 
foreign posts 

-Either the funds advanced to foreign 
post empoyee associations for procure- 
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ment of personal property be relm- 
bursed or the property purchased oe 
ldentlfled as Government-owned prop- 
erty and included In the foreign posts’ 
property inventory 

Department of State officials agreed, m 
general, with our fmdmgs and recommenda- 
tions, and corrective actions have been taken 
or are planned 

By alrgram dated March 25, 1969, the 
Department informed all dlplomatlc and 
consular posts of our fmdmgs and recom- 
mendations and instructed all posts to review 
existing controls and procedures for non- 
expendable personal property and to take 
necessary action to ensure that prescribed 
Department regulations are followed The air- 
gram also stated that Department internal 
auditors and Foreign Service Inspectors would 
Bve special attention to control and manage- 
ment of nonexpendable personal property 
(B-165867, March 12, 1969) 

224 MANAGEMENT CONTROLS 
OVER SALVAGEABLE MAGNETIC 
TAPE -Pursuant to our continuing audit of 
the operations of the United States Informa- 
tion Agency (USIA), we reviewed selected 
operations of the International Broadcasting 
Service (IBS) at its offices m Washmgton, 
D C Our review was dn-ected pnmady to- 
ward ascertammg whether the IBS was ade- 
quately managmg its magnetic tape inventory 
and disposal records 

Our report to the Director, USIA, m 
October 1968, showed that generally the 
Technical Services Dlvlslon of IBS was per- 
forming an effectlve tape salvage operation 
We noted, however, that using activities dls- 
carded used tape by placmg It m trash bms 
rather than m designated salvage bins, which 
reduced the effectiveness of the salvage opera- 
tions Conversely, we found that clearly non- 
reclaimable tape items had been stipped from 
the relay station m Greece to the United 
States at an expense that could have been 

avoided if proper screening had taken place 
In addition, this shipment crowded storage 
areas and further reduced the effectiveness of 
the salvage operation 

We beheve that these questionable prac- 
tices occurred, m part at least, from alack of 
formal pohcles and mstructlons concermng 
the screenmg and salvage of tape and related 
items When we brought these matters to the 
attention of IBS offlclals, they agreed to 
examine mto the preparation of mformatlve 
salvage mstruction that would stress economy 
through more effective screemng and salvage 
of tape and tape-related items 

In addition to the matters discussed 
above, our review mdlcated a need for the 
development of formal cntelra to be used by 
techmclans performmg tape reclamation and 
for improvement m housekeeping and firesafe 
condltlons m the salvage techmclans work- 
room and m the IBS storage area 

When we brought these matters to the 
attention of IBS officials, they took cor- 
rective action by havmg fire hazards removed, 
by havmg the storage area reorgamzed, and by 
commencmg research mto proper tape salvage 
cntena 

Subsequent to the issuance of our re- 
port, the Deputy Director of USIA informed 
us that the used tape which had been placed 
m trash bms had been madvertantly placed 
there m the course of movmg the Technical 
Services Dlvlslon from one floor to another 
Since further inspections of the trash bms did 
not reveal any other mcldent of this kmd, he 
concluded that this had been an isolated 
incident In regard to the shipment of non- 
reclannable tape from Greece to the United 
States, he concluded that this had been a case 
of bad Judgment and he stated that steps had 
been taken to ensure that such an mcldent 
would not be repeated (Report to Director, 
USIA, October 25, 1968) 
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225 MANAGEMENT OF EQUIP- 
ME NT- In a June 1969 report to the Secre- 
tary, Department of Health, Education, and 
Welfare (HEW), we presented the results of 
our review of an Indian agency’s admmlstra- 
tlon of certam aspects of educatlonal projects 
whch had been funded under title I of the 
Elementary and Secondary Education Act of 
1965 

We found that certain equipment pur- 
chased vvlth title I funds either had been used 
for non-title I purposes or had not been used 
at all We expressed the opmlon that such 
equipment was m excess of the needs of 
approved title I actlvltles at the agency 

We found also that, although cognizant 
offlclals of the Indian agency were aware that 
equipment purchased urlth title I funds was 
bemg used for non-title I purposes, they &d 
not consider this to be contrary to the title I 
program requirements We stated that, in view 
of the sltuatlons found durmg our hmlted 
review and the apparent mlsunderstandmg on 
the part of the Indian agency offlclals con- 
cernmg the requirements of the title I pro- 
gram, we believed that there was need for 
action by the Office of Education to effect 
adherence to program requirements wth 
respect to title I equipment purchases at the 
agency 

We recommended that the Commlssloner 
of Education take action to assure hmself 
that appropriate officials of the Bureau of 
Indian Affan-s and the In&an agency are 
aware of and are complymg with the requlre- 
ment that title I funds be used only for 
approved title I actlvltles We recommended 
also that the Commlssloner request the HEW 
Audit Agency to schedule, at an early date, a 
review of title I activities at the Indian 
agency, particularly with respect to the pro- 
pnety of equipment purchases and uses 

The Commlssloner subsequently advised 
us that prompt action would be taken to over- 
come the weaknesses m admlmstratlon 

revealed m our report and that the HEW 
Audit Agency had been notified of our 
recommendation relatmg to review of title I 
actlvltles at the Indian agency (B-l 64980, 
June 5,1969) 

226 IMPROVEMENTS ACHIEVED 
IN THE MANAGEMENT OF SUPPLIES-In 
July 1968, we subnutted a report to the Con- 
gress on our review of improvements acheved 
m the management of supplies by the Bureau 
of Indian Affirs, Department of the Intenor 
Our review at the Bureau’s NavaJo and 
Aberdeen Area Offices showed that proce- 
dures for mamtammg proper stock levels of 
school supphes had been deflclent NaVaJO 

Area schools were generally ordermg supphes 
without reference to stocks on hand, and nme 
schools had purchased supphes valued at 
about $125,000 m excess of needs Each of 
these schools had accumulated substantial 
quantities of supplies sufficient to meet needs 
rangmg from 5 4 years to 38 years In addl- 
tlon, at SIX of the nme schools, about 21,000 
books were m storage and the purchase of 
about 1,400 books had been approved wtile 
books snmlar m type and number were on 
hand and m excess 

We concluded that there was a need for 
(a) improved mstructlons for determmmg the 
type and quantity bf supphes to be purchased 
to meet future requirements, (b) more c&Cal 
reviews by area office offiaals of purchase 
order Justlficatlons for determmmg whether 
those items planned for procurement are war- 
ranted both as to type and quantity, (c) 
improved procedures for ldentifymg excess 
stocks and for dlstrlbutmg them to other 
schools m need of such stocks, and (d) vlg~- 
lant surveillance by central office offlclals 
over the procurement functions delegated to 
the field office level, to ensure such functions 
are, m fact, cmed out econormcally and effl- 
ciently 

In response to our findings and pro- 
posals, the Bureau took actlon to improve 
supply operations at its field locations Speclf- 
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lcally, the Commlssloner of Indian Affairs 
issued mstructlons to all Area Directors to (a) 
take specific a&on to reveal excess stocks, 
(b) provide for ehmmatlon of excess stocks 
by redlstnbutlon, and (c) provide for consld- 
eration of stocks on hand m conJunctlon with 
new procurement Also, all Dlvlslon Heads 
and Branch Chefs m the central office were 
informed that the supply operation was a 
total Bureau problem requumg all officials to 
be alert to any weakness m this area In addl- 
bon, the Bureau Informed us that an mven- 
tory of supphes had been taken at all loca- 
tions and that excess supphes had been 
redlstnbuted 

We beheve the corrective actions taken 
should slgnlflcantly Improve the system of 
control to prevent unnecessary or premature 
procurement (B-l 14868, July 3 1, 1968) 

227 MANAGEMENT CONTROL 
AND UTILIZATION OF COPYING 
MACHINES-h May 1969, we reported to 
the Attorney General, Department of Justlce, 
on the need to improve management control 
and utihzatlon of the Department’s copymg 
machmes We beheve that, had adequate feasl- 
b&y studies been made before acqulsltlon, 
the production capacltles of the copymg 
machmes would have been more commen- 
surate w&h reproduction requirements 

We concluded that annual savmgs of 
about $67,000 could be reahzed by changes 
m the use and locatlon of certain copymg 
machmes and operators 

We recommended that, to provide maxl- 
mum efficiency and economy m the acqmsl- 
bon and use of copying machmes, the Attor- 
ney General (a) centrahze the management of 
copymg machmes, (b) have adequate feasl- 
blhty stu&es made prior to the future acqum- 
tion of copymg machmes, and (c) have 
periodic reports prepared to provide manage- 
ment Mnth the data necessary to evaluate 
copying machme costs and usage (Report to 
the Attorney General, Department of Justice, 
May 26, 1969) 

228 PHYSICAL AND ACCOUNT- 
ING CONTROLS OVER EQUIPMENT-h 
our March 1969 report to the Joint Com- 
rmttee on Atonuc Energy on our review of 
the Atonuc Energy Commlsslon’s (AEC) poh- 
cles, procedures, and practices relating to the 
management of equipment, we pointed out 
that AEC’s pohcles with respect to Head- 
quarters and field office surveillance and wth 
respect to funding and capltahzatlon provided 
for sound management of equipment We 
noted certam deflclencles m practices at some 
faahtles, however, which indicated a need for 
AEC Headquarters, field office, and con- 
tractor property management personnel to 
expand and improve then equipment surveil- 
lance activities 

We reported that AEC operating con- 
tractors under the Jurisdiction of two AEC 
operations offices had acquired some Items of 
equipment whch were not classified m the 
accounting records and reports as capital 
equipment, although the items appeared to 
meet AEC’s cntena for capltallzatlon The 
noncap&&zatlon of these Items resulted, m 
our opmlon, from the contractors’ failure to 
properly implement AEC’s procedures for the 
classlficatlon of equipment and to follow 
then own established procedures We also 
noted that, although AEC m 1964 had recog- 
mzed a problem m the Argonne National Lab- 
oratory’s &stmgulshmg between capital and 
expense charges m connection mth the zero 
gradient synchrotron accelerator and had 
made efforts to correct It, the problem had 
not been fully resolved at the tnne of our 
review 

AEC’s capltahzatlon pohcy at the 
Nevada Test Site provided that property 
located m certam forward areas be expensed 
because it may be subjected to damage durmg 
nuclear test operations We noted that AEC 
planned to construct a cafeteria m a forward 
area at an estimated cost of about $485,000, 
the cost to be funded from an operating 
expense appropnatlon Discussions with AEC 
personnel mQcated that the posslblhty of 
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damage to this bulldmg from test operations 
would be fan-ly remote Also, because of the 
test ban treaty, atmospheric testmg had not 
been conducted since 1962 Because of these 
factors, we suggested that AEC reevaluate Its 
capltallzatlon pohcy regardmg property 
located m forward areas 

We found that AEC’s on&e renews of 
equipment management actlvltles of Its field 
offices and its operating contractors generally 
appeared to be comprehensive m nature At 
certam contractor locations, however, the 
on&e reviews, m our opmlon, wele too 
lmuted m number and/or m scope to perrmt 
adequate evaluations of the equipment man- 
agement activities 

At one faclhty we found that there was a 
need for Improvement m the physlcal mven- 
tory procedures and practices, especially m 
regard to the tlmehness of follow-ups to 
locate rmssmg Items Also, we suggested that 
AEC’s Inventory-taking procedures recogmze 
that there may be sltuatlons where it would 
be advantageous for the operating con- 
tractors’ mventory teams to ldentlfy obviously 
unused or unusable Items Notations concern- 
mg such Items would provide a basis for 
necessary follow-up review 

We discussed our fmdmgs on funding 
and capltahzatlon, physical Inventory prac- 
tices, and onslte reviews with AEC, and 
actions have either been taken or agreed to, 
which, If properly implemented, should cor- 
rect or Improve the condltlons noted 
(B-160731, March 14, 1969) 

229 ACCOUNTING FOR AND CON- 
TROL OVER NONEXPENDABLE PER- 
SONAL PROPERTY-Our review of the 
pohcles, procedures, and practices relating to 
the management of nonexpendable personal 
property acquired by the Washmgton head- 
quarters of the Federal Highway Admmlstra- 
tlon, Department of Transportation, showed a 
number of weaknesses m the accountmg for, 

and control and utihzatlon of, nonexpendable 
personal property 

We noted, and reported to the Federal 
highway Admmlstrator m Apnl 1969, a need 
for appropnate corrective actlon to ensure (a) 
complete, accurate, and rehable property 
records, (b) umform accountmg for property 
and a monthly reconclhatlon of property 
records with the general ledger, and (c) ade- 
quate control by property custodians to pro- 
vide maxnnum utihzatlon and physical safe- 
guards agamst unnecessary waste and loss 
resulting from theft, detenoratlon, lack of 
adequate mamtenance, and other forms of 
diversion We were mformally advised that 
appropriate corrective action was bemg taken 
to correct the problems noted (B-l 64497(3), 
Aprti 30,1969) 

230 ST R E N GT H ENING SUPPLY 
MANAGEMENT FUNCTION-Our review 
confirmed prior expressions by Federal Avla- 
bon Admlmstrarbon’s (FAA’s) study groups 
as to the need for management actlon to 
strengthen admmlstratlon of the supply man- 
agement function m the European Regon 
Our review of a random selectlon of reparable 
and h&cost expendable Items showed that, 
on the basis of FAA’s cntena for estabhshmg 
stock levels, about 68 percent of the reparable 
Items and 85 percent of tigh-cost expendable 
items reviewed exceeded authonzed stock 
levels We noted also that, because receipts 
and issues of FAA-owned inventory m cust- 
ody of the foreign mamtenance contractor 
were not bemg posted on a timely basis to the 
Inventory stock cards, the records did not re- 
flect the current inventory at the contractor’s 
plant An exammatlon of mvolces for the 
overhaul of three engnes durmg fiscal year 
1965 showed that FAA had paid the contrac- 
tor about $15,000 for various quantltles of 
parts priced on the U S hr Force m Europe’s 
stock list at about $6,700 

FM officials m Brussels agreed that the 
control over spare-parts Inventones was m 
need of Improvement and stated that steps 
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would be taken to correct the srtuatron In 
September 1967, the Assrstant Admmrstrator 
of the European Regron Informed us that ad- 
ditional manpower had been authonzed and 
that a revrew of the mventory at the mamte- 
nance contractor’s plant had been made that 
resulted m the reductron of the number of 
hne items by about 50 percent 

In March 1968, the FAA Admmrstrator 
stated that additional supply specrahst posr- 
trons had been authonzed and that the head- 
quarters logistics function had mrtrated action 
to ard the regron m rmplementmg exrstmg 
supply systems and procedures 
(B-l 64497( l), September 18, 1968) 

231 MANAGEMENT OF STOCKS 
WITH LIMITED SHELF LIFE-In areportm 
December 1968, to the Adnnmstrator of Gen- 
eral Servrces, we pointed out that the General 
Services Admrmstratron’s (GSA’s) manage- 
ment mformatron system Qd not show the 
quantrty and value of drsposals of deteno- 
rated hrrnted-shelf-life stocks Although the 
regional offices maintained memorandum 
records of mdrvrdual stock drsposab, no effort 
had been made to accumulate thrs data and to 
appnse management of losses bemg mcurred 
We concluded that GSA was not fully aware 
of the extent of the problem and, therefore, 
was not in a posrtron to drrect attention to its 
solution 

Therefore, we proposed to GSA that 
data on disposals of limited-shelf-life stock be 
accumulated and reported as part of the 
management mformatron system so that prob- 
lem areas may be identified and necessary cor- 
rective action taken 

In May 1968, GSA advised us that, m 
response to our suggestrons, actron had been 
taken to improve the management of hnuted- 
shelf-hfe stocks (B- 16 13 19, December 23, 
1968) 

232 CONTROL OVER EQUIP- 
MENT-Our revelw showed that the financral 
and detailed property records at the National 
A eronautrcs and Space Admmrstratron’s 

(NASA’s) Goddard Space Flight Center 
(GSFC) were mcomplete and, m some cases, 
inaccurate because GSFC was not complymg 
wrth agencywrde property accounting proce- 
dures for controllmg equipment and that 
equrpment was not always recorded m the 
fmancral and detailed property records when 
received GSFC had a recorded mventory of 
$274 m&on m equipment as of December 
31, 1967, which was located at GSFC and at 
mstallatrons throughout the world 

Further, we found that GSFC had not 
taken action to locate 1,277 items of equrp- 
ment, valued at about $1 7 mrlhon, that were 
mrssmg at GSFC and at 13 other locatrons as 
of March 3 1, 1967 

Although the need for better control of 
equipment was prevrously brought to the 
attentron of NASA and GSFC offrcrals in 
1964 by the NASA Audit Drvrsron and correc- 
tive action was pronnsed by GSFC, the srtua- 
tron had not been fully corrected at the time 
of our review partly because of meffectrve 
follow-up action on the internal audrt fmd- 
mgs 

NASA agreed with and mrtlated correc- 
tive action on our recommendatron that rt (a) 
take a complete physical Inventory of equrp- 
ment, (b) record equipment not prevrously 
recorded, (c) determine the whereabouts of 
equipment not located during the current and 
prevrous physical mventones, and (d) rmple- 
ment the necessary controls at GSFC to 
reasonably ensure that equipment IS properly 
accounted for and that the data related 
thereto 1s rehably reported (B-164674, 
August 28,1968) 

233 MANAGEMENT OF MATERI- 
ALS-Our review of the procedures and prac- 
trees followed by a contractor wrth the Na- 
tional Aeronautics and Space Admrmstratlon 
(NASA) for controllmg matenals, mcludmg 
high-cost complex Items, acqurred for NASA’s 
Apollo program showed that complete, cur- 
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rent, and accurate data essential for effective 
management were not readily provided In 
certain cases, accountability for matenals was 
lackmg completely 

We expressed the opmlon that accurate 
and timely mformation on the status of 
matenal resources was essential if responsible 
management officials were to confine mvest- 
ment m materials to the mlmmum necessary 
for effective, efficient, and economical pro- 
gram management Effective materials man- 
agement 1s particularly essential for the 
Apollo program since the total cost of materr- 
als will be m the bfions of dollars and certam 
mdlvldual parts and components, such as 
those discussed m this report, cost tens of 
thousands of dollars 

Although several NASA reviews of the 
contractor’s property control system dls- 
closed a number of deficiencies m procedures 
and practices which were reported to the con- 
tractor, NASA approved this system as being 
adequate to properly protect the mterests of 
the Government We expressed the belief that 
NASA should not have approved the system 
because sufficient actlon to correct the deficl- 
encles had not been taken 

Lower echelons m NASA had been 
aware of many of the problems involved but 
had taken no steps to inform NASA top man- 
agement We expressed the behef that, where 
slgnlficant cM1ca.l issues have developed and 
resolution has not occurred v&hm a reason- 
able period of tune, the matter should be 
brought to the attention of top management 
m order to effect required improvements 

NASA stated its agreement with our sug- 
gestion that It issue operatmg mstructlons 
requnmg property management officials to 
alert NASA top management to sltuatlons- 
such as those described m our report-where 
corrective actions had not been accomplished 
at the operatmg level on a tunely basis Proce- 
dures and practices were bemg revised accord- 
mgly Subsequent to our renew, the contrac- 

tor made a number of procedural changes m Its 
property management system to improve 
orgamzalzonal practices over the control of 
property To ensure early and contmued 
Improvement m the contractor’s program of 
mate&s management, NASA arranged to 
have its responsible field office momtor prog- 
ress and to report quarterly to NASA Head- 
quarters This arrangement, was dlscontmued, 
however, after NASA determmed that the 
contractor had made sufficient nnprovement 
m materrals management (B-158390, Novem- 
ber 8,196s) 

MAINTENANCE, REPAIR, 
AND 0 VERHA UL 

234 MAINTENANCE OF REAL 
PROPERTY-We exammed mto the feaslbll- 
lty of consohdatmg the eight separate real 
property mamtenance actlvltles operated by 
the mlhtary services on the Island of Oahu, 
Hawan, and the 16 m the area of Norfolk, 
Vlrgmla These locatlons were selected for 
exammation because the relatively hrmted 
geographical areas mvolved contamed large 
concentrations of military mstallatlons and 
fac&tles Our report on the exammatlon was 
issued to the Congress m August 1968 

On the basis of our exammatlon, we con- 
cluded that consohdatlon of the maintenance 
actlvltles at the two locatlons was feasible and 
would result m economies We estimated that 
the consohdatlons could result m 

-Annual savings of about $3 4 mlllron rn 
operating costs ($2 4 mrlllon on Oahu, 
$960,000 at Norfolk) 

-Annual savings In an mdetermmate 
amount In replacement costs for equip- 
ment 

-Release of equipment valued at about 
$2 2 mIllIon for possible use elsewhere 
($1 mIllIon on Oahu, $1 2 mlllron at 
Norfolk) 

We proposed that the Secretary of De- 
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fense consider consohdatmg real property 
maintenance orgamzatlons on Oahu and In 
the Norfolk area, each under a smgle manager 
and with supporting subactlvltles as appropn- 
ate We proposed also that the Secretary con- 
duct studies at other locations havmg large 
concentrations of mihtary mstallatlons, to 
ascertam the feaslblllty of consohdatlon We 
ated New Orleans, Los Angeles, San Fran- 
CISCO, New York, and Washmgton, D C , as 
examples of such concentrations 

In response, the Asslstant Secretary of 
Defense (Installations and Logstlcs) advlsed 
us that his office had established an mter- 
departmental committee, under the Depart- 
ment of the Navy, to develop measures for 
effecting maxltnum consohdatlons on Oahu, 
at Norfolk, and at other locations of highly 
concentrated rmhtary mstallatlons We were 
further advised that the committee was estab- 
hshmg local interdepartmental committees on 
Oahu and at Norfolk 

The guldehnes provided to the local 
comnuttees Indicated that the mstallation 
commandmg officers mvolved would decide 
the extent of consohdatlon In our report we 
recommended that declslons as to the extent 
of consohdatlon of real property maintenance 
activltles be made on the basis of independent 
studies and that such declslons be made bmd- 
mg on the mstallatlons mvolved 

On October 4, 1968, the AssIstant Secre- 
tary of Defense (Installations and Loglstlcs) 
advised us that the recommendations of the 
local interdepartmental committees would be 
made bmdmg on the mstallatlons involved 
after review and approval by the mlhtary 
departments, by the Washmgton Interdepart- 
mental Committee, and by his office 
(B-164217, August 5, 1968) 

235 MAINTENANCE OF VEHI- 
C L ES -Our report on an earlier review 
(B-l 33244, November 30, 1962) presented 
our findings that the AU Force and the Army 

could substantially reduce their costs of mam- 
tenance and repau- of vehnzles if then- opera- 
tions were conducted as efficiently as those of 
the Navy In the report we made a number of 
recommendations for lmplovmg vebcle mam- 
tenance operations 

In our follow-up review we found that, 
although actlon had been taken m the mter- 
venmg years to improve management, the An- 
Force and the Army could reduce costs by 
about $8 rmlhon a year if addltlonal controls 
were estabhshed to ensure that only necessary 
mamtenance 1s performed Our report on the 
follow-up review was issued to the Congress m 
December 1968 

Mamtenance costs of the I\lr Force and 
the Army were higher than the Department of 
Defense goal, which the Navy met, prmclpally 
because a larger number of maintenance man- 
hours were bemg expended We concluded 
that, m most mstances, this was attributable 
to 

-Use of mllttary personnel (prlmarlly by 
the Air Force) 

-Too frequent performance of preventwe 
mamtenance 

-Performance of uneconomical repatrs 

-Dupkatlon of effort In accumulatmg 
needed data 

Although the mamtenance program of the 
Department of Defense appeared to provide 
adequate guidance, effective controls had not 
been established to ensure umform mterpre- 
tatlon and apphcatlon of the mdance 

We recommended that the Secretary of 
Defense direct the Av Force and the Army to 
take the steps necessary to provide more com- 
plete and more rehable mamtenance data for 
management use and to provide for perlodlc 
internal au&ts of the reportmg procedures and 
mamtenance practices m their respective veti- 
cle mamtenance shops 
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The AssIstant Secretary of Defense 
(Installations and Log&cs) agreed, m general, 
that further econonues could be achieved but 
did not concur urlth our estimates of potential 
cost reductions He stated that the Joint Com- 
rmttee for Admmlstratlve Use Motor Vehicles 
had been requested to review both the mam- 
tenance practices and the reportmg proce- 
dures among the rmhtary departments to 
determme those areas lackmg umforrmty and 
to make appropnate recommendations The 
review had been completed, but, as of August 
3 1, 1969, the results had not yet been evalu- 
ated (B-133244, December 3, 1968) 

236 REPAIR OF ELECTRONIC 
COMPONENTS AND ASSEMBLIES-The 
Navy Electronic Supply Office (ESO) 1s the 
central inventory control pomt for electromc 
components and assemblies and 1s responsible 
for managmg the repau of such items About 
11,000 Items have been designated by ES0 
for mandatory return by the users for depot- 
level repar when the necessary work 1s be- 
yond the capablhty of lower maintenance 
levels 

As stated m our report issued to the 
Congress m Mach 1969, we found that there 
was a need for substantial improvement m the 
management of the repau program More 
specifically, ES0 (a) had not Bven appropn- 
ate conslderatlon to repav as an alternative to 
procurement of new items, (b) did not have 
accurate techmcal data avalable regardmg the 
repIurablllty of Items or the ldentlflcatlon of 
replr sources, (c) had not established ade- 
quate coordmatlon mth Navy repalr facllltles, 
and (d) had not taken timely action to require 
field actlvltles to ship unserviceable Items to 
the repair faclhtles As a result, unnecessary 
procurements were made, needed items were 
not repan-ed, and some items were repmed 
although stocks of serviceable Items on hand 
were sufficient to meet expected needs 

During OUI review, we discussed our sug- 
gestions for improvement with ES0 offlclals 

and they took certam actions which we con- 
sidered responsive to our suggestions In addl- 
tlon, we proposed that the Secretary of the 
Navy ensure that (a) the efforts of ES0 m 
ldentifymg repan-able items and appropnate 
replr sources are effectively coordmated mth 
the efforts of other Navy actlvltles and (b) 
surveillance by the Department of the Navy 1s 
placed over the corrective measures necessary 
for the prompt lmplementatlon of an efficient 
and effective repan program 

The Navy concurred m these proposals 
and advised us of actions taken to implement 
them We beheve that the actions taken by 
the Navy should result m a more efficient and 
effective program (B-133313, March 19, 
1969) 

237 MANAGEMENT OF REPAIR 
AND MAINTENANCE OF BUILDINGS AND 
UTILITIES- Our review of the policies and 
practices of the Bureau of Indian Affars 
(BIA), Department of the Intenor, for control- 
hng expenditures to reparr, mamtam, and 
rehablhtate buldmgs and facfiltles showed 
that large sums had been programmed and 
expended to repm, improve, and rehabilitate 
old buldmgs Some of these bulldmgs were 
demohshed shortly after they had been exten- 
slvely repaned or rehabllltated, and others 
were scheduled for demohtlon m the near 
future 

We found that this sltuatlon had occur- 
red because BIA had no procedures for eval- 
uating systematically exlstmg faclllties to 
determme then- remammg useful hfe, estabhsh 
replacement standards, and determme dates 
beyond which it would be uneconormcal to 
make further repairs or improvements In 
adtitlon, we noted that the MaJor Alteration 
and Improvement (MA&I) funds and Repair 
and Mamtenance (R&M) funds had been used 
interchangeably to finance the same type of 
projects and that, in some instances, the costs 
of supportmg services had not been charged 
to the proper fund Use of R&M and MA&I 
funds m this manner does not ensure the con- 
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trol of funds by the Bureau m the manner 
that the Congress intended when it made 
separate appropnatlons for those specific pur- 
poses 

We recommended that the Bureau revise 
its system for the management of bulldmgs and 
faclhtles to provide for (a) mformatlon on the 
condltlon, econormc useful hfe, and planned 
uses of all bulldmgs and the tistoncal and 
foreseeable replr and Improvement costs for 
mdlvldual buldmgs, (b) development of a 
long-range bulldmg replacement program, (c) 
repan and maintenance cntena concermng 
the frequency, manner, and extent of repau 
and improvement work consistent with the 
econormc life of each bulldmg, and (d) strong 
central orgamzatlon with the necessary autho- 
nty to guide and control Gus actlvlty 

We recommended also that the Bureau 
take whatever action 1s necessary to ensure that 
R&M and MA&I funds are used only for the 
purposes for which appropnated 

In a letter dated May 14, 1968, the 
Department agreed mth our recommenda- 
tions and advised us that BIA was developing 
a management mformatlon reporting and con- 
trol system along the lines of the recommen- 
dations Also, the Department Informed us 
that, smce such a system was highly complex, 
considerable time would be required to effec- 
tuate it fully On June 18, 1969, we were 
advised by BIA officials that some of our 
recommendations had been implemented and 
that work was contmumg on implementing 
others (B-l 14868, September 25, 1968) 

UTILIZATION AND DISPOSAL 
OF PROPERTY 

238 PROCESSING OF REQUISI- 
TIONS FOR MATERIALS-h a pnor review 
of the abtity of the military supply systems 
to respond to mcreased demands, we observed 
that the manner m which supply requlsltlons 
were processed under the Mllltary Standard 

Requmtlonmg and Issue Procedures (MIL- 
STRIP) system precluded reahzatlon of the 
maxnnum benefits of the system Therefore 
we undertook a hmlted exammatlon, at se- 
lected mstallatlons of the Army, Navy, and 
Au Force, of the processmg of requlsltons 
under the MILSTRIP system Our report on 
the exammatlon was issued to the Congress m 
September 1968 

The MILSTRIP system 1s designed to 

-Provide uniformrty of procedures for all 
requlstloners and suppllers of stock 

-Meet essential requirements of all the 
military servlces 

-Provide for interservice supply transac- 
tlons and Intraservlce supply-support 
operations 

-Accommodate the requlsltlonlng on 
stocks of the General Services Admm- 
istratlon 

We found that the MILSTRIP system 
had improved the processmg of requlsltlons 
Maxlmum benefits of the MILSTRIP system 
had not been realized, however, because large 
numbers of requlsltlons contamed erroneous 
or mcompatlble data and could not be pro- 
cessed routinely As a result, many of the 
requlsltlons were returned to the orlgmators 
for addItIona mformatlon or revision and 
resubmlsslon Resubmlsslon of requmtlons 1s 
time-consummg, causes slgmflcant delays, and 
reduces supply-support effectiveness 

The pnmary causes of erroneous or non- 
current information on requlsltlons, in our 
opmion, were 

-Preparation of requlsmons by untrained 
and Inadequately supetvlsed lndrvlduals 

-Inadequate review of requ lsltlons before 
forwarding them to the next higher sup- 
ply level 

-Absence of current and compatible 
catalog data at various supply levels 
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We also found that the Defense Supply 
Agency (DSA) had not fully camed out Its 
responslblllty for surveillance of the MIL- 
STRIP system Systematic surveillance by 
DSA could have Identified the problems so 
that appropnate corrective actions could have 
been taken 

The Department of Defense agreed, m 
general, with our findmgs and proposals for 
corrective measures The Department stated 
that DSA had recently organized a separate 
surveillance group to perform frequent onsite 
remews of operations, assess adequacy of tram- 
mg, and make recommendations for systems 
and trammg nnprovements The Department 
stated further that its dvectlve on the MIL- 
STRIP system had been revised to define re- 
sponslbllltles more explicitly, that a study was 
bemg made of the requirement for, and the 
frequency of, catalog changes, and that, pend- 
mg completion of the study, a moratonum 
had been declared on umt-of-issue changes 
(B-164500, September 17, 1968) 

239 DONATION AND USE OF 
GOVERNMENT-OWNED SURPLUS 
M E R C U R Y-The General Services Adrmm- 
stratlon (GSA) made surplus mercury avall- 
able to the Department of Health, Education, 
and Welfare (HEW) for donatlon for educa- 
tional and pubhc health purposes Because 
most of the mercury used m the United States 
IS Imported and because Its purchase tends to 
adversely affect the U S balance-of- payments 
position, the mercury was made available mth 
the special requn-ement that State agencies 
hrmt donatlons to a 12-month supply which 
donees othenvlse would have purchased on 
the commercial market Also, mercury was 
not to be acquired for use m the furtherance 
of mstltutlonal programs bemg financed by 
Government contracts or grants 

We found that many donees had received 
mercury in significantly larger quantltles than 
we believed should have been provided under 
the special condltlons apphcable to the 
mercury donations or could have been JUS~I- 

tied by apparent need Large quantities of the 
mercury were stored and remamed unused for 
an extended penod of time It appeared to us 
that some of the mercury had been used for 
uneconomcal purposes or, contrary to the 
special donation cond&ons, for donee pro- 
grams financed under Government contracts 
or grants Because of the way m which the 
mercury donatlon program was carried out, 
one of the maJor program obJectives intended 
to be accomphshed by the special comhtlons 
imposed by GSA--the achievement of max- 
imum favorable effect on the U S balance-of- 
payments posltlon-was not accomplished 

In a report to the Congress m March 
1969, we expressed the belief that the adverse 
condltm surrounding the mercury donation 
program were caused, m part, by (a) mlsunder- 
standmgs of the special condltlons apphcable 
to the program, (b) Inadequate warehousmg 
procedures by State agencies and Inadequate 
controls over mercury mventones by donees, 
(c) allocations and donations based on unreal- 
lstlc or madequate determmatlons of need, 
and (d) inadequate and untimely surveillance 
over lmplementatlon of the program by HEW 
and State agenaes 

HEW agreed, m general, with our 
recommendations for strengthemng the 
adrmmstration of the surplus property pro- 
gram but did not agree mth our proposal that 
State agencies be provided with more exphclt 
guldehnes for use m evaluatmg the reasonable- 
ness of institutions’ requests for surplus pro- 
perty Instead, HEW preferred to contmue to 
stress to State agenaes the need for exerclsmg 
good Judgment and reasonable surveillance to 
prevent stockplhng (B-l 6403 1, March 2 1, 
1969) 

240 UTILIZATION OF EQUIP- 
ME NT-Durmg our review of the Atormc 
Energy Commlsslon’s (AEC’s) pollcles, pro- 
cedures, and practices relatmg to the manage- 
ment of equipment, which was performed at 
the request of the Jomt CommIttee on 
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Atormc Energy (JCAE), we found that AEC 
generally provided for a system of managmg 
the equipment m an effective and efficient 
manner We noted some areas, however, 
where, we believed, nnprovements could be 
made at one or more of the contractor- 
operated facllltles under the Jurisdiction of 
the seven AEC operations offices reviewed 

We found that at certain of AEC’s facll- 
ties more effective use of some stored and 
infrequently used equipment could be 
obtamed by (a) closer surveillance of equlp- 
ment m storage and reJustlflcatlon of its 
retention, (b) greater use of equipment pools, 
and (c) more frequent management walk- 
through lnspectlons and on&e reviews 
Although the cost of equipment in storage 
was substantial, it represented a small percent- 
age of AEC’s total investment m equipment 
For example, the records at two operations 
offices showed that the investment m capital 
eqmpment, at acqmsltlon cost, amounted to 
about $2 5 b&on, of which about $41 
nulhon, or about 1 6 percent, represented 
equipment in storage exclusive of equipment 
m standby Also, m many cases, the equlp- 
ment was umque to AEC’s operations or 
would require long lead tunes to acqun-e and 
therefore was retamed as backup equipment 
to ensure contmuity of operations 

We found that at some facllltles, how- 
ever, equipment had been m storage for a 
number of years without being properly clas- 
sified and without adequate reviews for Justi- 
fication for retention In some instances the 
custodian of the equipment had no further 
need for it Because this equipment was gen- 
erally held by or for specific mdlvlduals or 
groups, only limited use was made of report- 
mg procedures to advise prospective users that 
the equipment was avtiable for potential use 

We found that AEC’s operatmg con- 
tractors were not takmg full advantage of the 
benefits to be obtamed from poolmg eqmp- 
ment Although we found that some con- 
tractors were operating effective pools, we 

noted instances where, we believed, AEC 
could obtam still greater utilization of Its 
equipment through more extensive use of 
equipment pools and by consohdatmg 
machme shops at certam facllltles 

In a report subnutted to JCAE m March 
1969, we pointed out the need for AEC to 
take action at some faclhtles to obtam better 
utihzation of certam equipment that was m 
storage and/or infrequently used and to avoid 
the accumulation of large quantltres of such 
equipment AEC was receptive to our 
suggestions and took, or agreed to take, 
actions wbch, if properly implemented, 
should result m nnproved equipment utlhza- 
tlon (B-160731, March 14, 1969) 

241 USE OF MOTOR VEHICLES 
AND ESTIMATING VEHICLE NEEDS-We 
reported to the Congress m September 1968 
that the Corps of Engmeers, (Clvfi Fur&Ions), 
Department of the Army, did not consider 
dally use along with annual rmleage m deter- 
mmmg the number of vehicles needed by each 
Corps’ dlstnct We estimated that the eqmva- 
lent of 97 vehicles, or shghtly more than 10 
percent of the general-purpose vehcles re- 
viewed, were not used on at least 80 percent 
of the workdays of the 3- to 6-month test 
penods used for our review We e&mated that 
the net replacement value-excess of average 
acquisition cost over average resale value-of 
the 97 vehicles was about $113,000 

We reported also that annual rmleage 
records for 86 1 vehicles assigned and available 
for use for about a l-year pelrod at the seven 
Corps’ &stncts reviewed showed that 333 
vehicles, or 39 percent, had not met the 
Corps’ standard of 10,000 miles a year and 
that 78 vehicles, or 9 percent, had been dnven 
less than 5,000 nules durmg the year 

We expressed the opnuon that the Corps’ 
utlhzation cntena, which was based solely on 
nuleage, was not consistent with either the 
cntena provided by the General Services 
Adrmmstratlon (GSA) for the guidance of 
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Government agencies or the cntena that GSA 
employed for Its mteragency motor pools 

We recommended that the Secretary of 
the Army direct the Chef of Engmeers to 
estabhsh cntena for evaluatmg velucle uttiza- 
tlon which would provide that dlly usage 
mformatlon be considered m conJunctIon 
with annual nuleage 

We recommended also that the Chef of 
Engmeers mltlate a Corps-wide review of veh- 
cle utihzatlon for the purpose of estabhshmg 
the number of velucles needed under normal 
condltlons, avmg full consideration to dtiy 
usage of such vehicles and alternative sources 
of transportation for meetmg peak requlre- 
ments, and that excess vehcles Identified by 
the review either be transferred to locatlons 
needmg additional vehicles, mth the objective 
of reducing future vehicle procurement, or be 
declared excess where appropnate 

At some Corps’ dstncts, responsible 
officials concurred m our fmdmgs and took 
action either to sell the excess vehicles or to 
use them to meet increased work reqmre- 
ments The Department of the Army, how- 
ever, did not mdlcate that any action would 
be taken to Implement our recommendations 
(B-l 64534, September 19, 1968) 

242 DISPOSITIONS OF SURPLUS 
HOUSING-h a follow-up to a previous re- 
view made m 1962, we exammed mto the 
actions taken by the Federal Housmg Admm- 
lstratlon (FHA), Department of Housing and 
Urban Development (HUD), for the prompt 
and economical disposal of surplus housing 
bullt under the national defense housmg m- 
surance program to serve the needs of workers 
or military personnel engaged m defense 
activities 

As a result of our previous revrew, we 
had recommended that FHA dispose of those 
properties Identified as havmg only potential 
salvage value, reapprme the potential market 

for the remammg propertles, and develop an 
effective plan for the prompt and economical 
disposal of the remammg propeties 

Our follow-up review of the dlsposltlon 
of defense housmg acqmred by FHA m the 
Savannah Rver area of South Carolina and 
Georga, which was an area covered by our 
previous review, and m the Lone Star, Texas, 
area showed that there contmued to be made- 
quate emphasis on the timely disposal of de- 
fense housing whch appeared to be surplus to 
housmg needs m these areas 

We found that FM had incurred sub- 
stantlal costs, m addition to its mltlal costs of 
acqulsltlon, to retam, for extended periods, 
houses that appeared to have httle potential 
for sale as resldentlal properties because of 
the oversupply of housing m the areas We 
found further that the proceeds received by 
FHA from the sale of these houses-wtich 
had been retamed for 9 years or longer-had 
not been sufficient for FHA to recover Its m- 
vestment m the houses and that, m most 
cases, the costs of retention alone had ex- 
ceeded the sales proceeds In our opmlon, 
more timely action by FHA to dispose of 
houses that appeared to be surplus would 
have reduced the losses mcurred by FHA m 
its mvestment m these houses 

In November 1967, after the results of 
our review were brought to the attention of 
the Secretary of HUD, mstructlons were 
issued by FHA to all msurmg offices empha- 
slzmg the need to Bve special attention to 
Qsposmg of those acqmred propertles whch 
had been on hand for an extended penod of 
time In addltlon, we were later informed that 
FHA was also placmg more emphaas m areas 
where there appeared to be a llrmted market 
for FHA-owned houses, on the sale of the 
houses for demohtlon or removal (B-l 14860, 
August 16,1968) 

243 UTILIZATION OF AIR- 
CRAFT-We found that, on the basis of the 
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prescribed cntena used to Justify assigmng a 
Beechcraft Queen Au aucraft owned by the 
Federal Avlatlon Admmlstratlon (FAA) to the 
European regonal office and the costs of 
available commercial transportation, the re- 
tention of the aircraft could not be econormc- 
ally Justified 

We pomted out that, durmg an g-month 
avalabfity penod, the aircraft had been 
flown about 200 hours, or about 43 percent 
of the anticipated usage projected on an an- 
nual basis Also, we could fmd no evidence of 
its use as a demonstration aucraft, which had 
been cited as one of the prmclpal purposes for 
asslgnmg it to the European Regon 

On the basis of our analysis, we estl- 
mated that, durmg September and October 
1965, the use of commercial m transporta- 
tion for adrmmstrative and parts-dehvery tnps 
would have cost about $3,83 1 less than costs 
incurred by the use of the Queen An Also, 
because only one of the two employees who 
made the flights was needed to handle FAA’s 
business, 7 man-days were lost and 8 addl- 
tlonal days’ per diem costs were mcurred We 
therefore proposed that the Queen hr ar- 
craft be reassigned If it could not be effec- 
tively utilzed at the European regonal office 
The Assistant Admmlstrator to the European 
Regon stated that the Queen AU aircraft 
would be reassigned to the Frankfurt fhght 
mspectlon fleet and would be equipped with a 
portable flight mspectlon system for use as a 
backup for the T-29 an-craft now used for 
flight inspections 

In March 1968, the FAA Admmlstrator 
stated that the Beechcraft Queen Au aircraft 
had been reassigned to Frankfurt for use m 
flight mspectlon, proficiency flying, and 
demonstrations (B-164497(1), September 18, 
1968) 

244 USE OF THE COMPETITIVE- 
BID BASIS OF SELLING SILVER TO 
SMALL BUSINESS CONCERNS-In a draft 

report, we proposed that the method of sel- 
ling salver by the Department of the Treasury 
to small busmess concerns be changed from a 
noncompetltlve-bid to a competltlve-bid basis 
so that the Government m&t receive the full 
benefits of price competltlon 

The Treasury advised us that it was m 
accord mth our general conclusion that the 
best assurance to the Government that the 
silver would be disposed of at a far price was 
to obtam competitive bids and that this meth- 
od for sales of sliver to small busmess con- 
cerns was adopted May 27, 1969 

We estimated that future sales to small 
busmess concerns could result m additional 
revenue to the Government of about 
$445,000 for the estimated remammg quan- 
tity of sliver available for sale (B-163084, 
August 4, 1969) 

245 MANAGEMENT OF LABORA- 
TORY EQUIPMENT-h a report subrmtted 
to the Congress m July 1968, we expressed 
the behef that there was a need for lmprove- 
ment m the management of laboratory equlp- 
ment by the National Bureau of Standards 
(NBS) and the Environmental Science 
Semces Admmlstratlon (ESSA), Department 
of Commerce, at the Boulder Laboratones 

Our review showed that NBS and ESSA 
had not estabhshed, for the Boulder Labora- 
tories, a systematic program and adequate 
procedures to identify and dispose of un- 
needed equipment Also, we found that the 
Boulder Laboratones, to a large extent, had 
not taken advantage of the benefits to be 
dellved through the use of equipment pools 
Our review showed also that established pro- 
cedures for the control and admmlstration of 
rent-free loans of equipment by the Boulder 
Laboratones were not bemg followed by the 
property management office 

We recommended (a) that a systematic 
program be established for penodlc and con- 
trolled mspectlons of laboratory factitles to 
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identify, reassign, or dispose of unneeded 
equipment, (b) that provlslon for more exten- 
sive use of equipment pools be established, 
where appropnate, and (c) that all outstanding 
loans of equipment be renewed to identify 
equipment whch was not directly benefitmg 
the Laboratones and was unneeded, unneeded 
equipment be declared excess, and procedures 
for the systematic penodlc follow-up of loans 
of equipment be instituted 

NBS and ESSA expressed general agree- 
ment mth our fmdmgs and recommendations 
and took corrective actlon m line with our 
recommendations In ths respect, NBS and 
ESSA had identified unused or excess equlp- 
ment having an acqulsltlon cost of 
$1,184,418, had made more extensive use of 
equipment pools, and had revlewed all out- 
standmg equipment loans (B-164190, July 9, 
1968) 

246 CIRCULARIZATION OF EX- 
CESS PROPERTY LISTS TO FEDERAL 
A G E N C I ES-The General Services Admmls- 
tratlon (GSA) 1s responsible for promotmg 
the maximum use of property that IS declared 
excess by Federal agencies by transferrmg 
that property to other Federal agencies where 
needed Federal agencies are required to 
report promptly to GSA regional offices 
excess property generally used by other 
Government agencies The regronal offices 
then undertake extensive efforts to deterrmne 
whether other agencies need the property 

In March 1969 we reported to the Con- 
gress that the Federal Avlatlon Admmlstra- 
tlon (FAA) was permltted to report Its excess 
property to GSA’s Area Utlhzatlon Officer 
who 1s responsible for undertaking only 
hmted efforts to determme whether other 
agencies need the property Our review 
showed that, d GSA had followed the 
required procedures, it could have transferred 
some of the FAA property to the Department 
of Defense (DOD) and thereby reduced the 
number of DOD’s commercml purchases We 
found that DOD had requn-ements for about 

$200,000 worth of FM excess property 
After we brought this matter to GSA’s atten- 
tion, property costmg about $68,000, which 
was still a&able, was transferred to DOD 
activities 

We suggested that GSA take action to 
ensure that (a) Federal agencies are reporting 
then excess property to GSA regonal offices 
m accordance with Federal Property Manage- 
ment Regulations and (b) GSA adequately CK- 
culanze excess property hsts to Federal agen- 
cies for their levlew GSA agreed mth the sug- 
gestions and stated that the agency had taken 
action to brmg about the desired lmprove- 
ments m GSA’s utlllzatlon program practices 
(B-146929, March 21, 1969) 

247 MANAGEMENT OF GOVERN- 
MENT PARKING FACILITIES-h a report 
to the Congress m June 1969, we expressed 
the belief that the General Services Admmls- 
tratlon (GSA) could increase the utlllzatlon 
of Government parkmg facllltles and reduce 
the need to rent commercial parking space 
Our review showed that (a) GSA could m- 
crease the utihzatlon of Government parking 
faclhtles, where there are many parkmg 
spaces, by authonzmg more cars to park m 
the facllrtles than there were parking spaces, 
(b) GSA’s cntena for the assignment of park- 
mg spaces at Government facllltles were not 
bemg followed, mth the result that Govern- 
ment cars were using commercial spaces while 
low-pnority employees’ cars were occupying 
Government-owned spaces, (c) GSA’s bulldmg 
managers generally sought to meet the park- 
mg needs of tenant agencies by utlhzmg the 
parkmg faclhtles whch they managed and 
usually did not consider the avallablhty of 
parkmg spaces at nearby Federal bmldmgs, 
and (d) GSA Qd not consider whether econ- 
omes would result from centrahzed procure- 
ment of parkmg spaces where several agencies, 
located near each other, were mdependently 
renting commercial spaces for parkmg then 
cars 
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In response to our proposals, GSA took 
corrective action and rewed the Federal Prop- 
erty Management Regulations m accordance 
unth our suggestions for lmprovmg the man- 

agement of Government parking faclhtles, and 
instructed its regional offices to report on 
their plans for lmprovmg the utihzatlon of all 
parking facllltles managed by GSA 
(B-155817, June 16,1969) 
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TRANSPORTATION ACTIVITIES 

TRAFFIC MANAGEMENT 

248 USE OF MILITARY AIR- 
CRAFT TO TRANSPORT BAGGAGE 
BETWEEN THE UNITED STATES AND 
EUROPE-In January 1962 we reported to 
the Congress on the then-madequate use of 
space on nuhtary arcraft for transporting 
unaccompanied baggage of mlhtary personnel 
In response to our review, the Department 
of Defense (DOD) mdlcated that steps had 
been or would be taken to shtp as much bag- 
gage as possible on mlhtary ancraft 

Our follow-up review showed, however, 
that dunng calendar year 1966 commercial 
tamers were still bemg used extensively to 
move baggage between the Umted States and 
Europe even though there was a substantial 
amount of unused space on mlhtary an-craft 
We estimated that savmgs m excess of $1 
m&on annually could be achieved If the 
space on nnhtary an-craft were used to the 
extent practicable for movmg baggage 

In response to our recommendations, 
DOD officials agreed that the nuhtary amzraft 
were not fully utilized They mdlcated that 
baggage or other pnonty mlhtary matenal 
would be used m the future to achieve better 
utlhzation of nuhtary alrcraft (B-l 33025, 
September 26,1968) 

249 USE OF MILITARY AIR- 
CRAFT TO TRANSPORT BAGGAGE 
BETWEEN THE UNITED STATES AND 
POINTS IN THE PACIFIC AND SOUTH- 
EAST ASIA-h response to our January 
1962 report to the Congress, the Department 
of Defense (DOD) stated that action had been 
or would be taken to ship as much mhtary 
baggage as possible on military ancraft 

Information developed m our follow-up 
survey, however, showed that commercial 
tamers were still bemg used extensively to 

transport baggage between the Umted States 
and pomts m the Pacific and Southeast Asia 
even though there was sufficient unused space 
on nuhtary amzraft to accommodate most of 
the baggage We estimated that more effective 
use of this space would result m savmgs of 
about $6 m&on annually 

To improve aircraft uttizatlon, DOD 
made the unused space from Vietnam avail- 
able to commercial forwarders for returning 
baggage to the Umted States The forwarders 
reduced their rates to compensate for use of 
the nuhtary mllft Our analysis of the rates, 
however, showed that they were lugh m rela- 
tion to the services provided, and we con- 
cluded that slgmflcantly greater savmgs could 
be acheved If the Department of Defense 
managed its own baggage shipments and used 
mlhtary arcraft directly 

DOD officials agreed that greater utlhza- 
tlon of rmhtary aircraft was possible and that 
the forwarders’ rates on baggage transported 
on military aircraft may have been Hugh They 
indicated that measures would be taken to 
improve aircraft utlhzatron and that they 
would contmue to negotiate for further 
reductions m the forwarders’ rates They did 
not agree that DOD should manage Its own 
shipments from Vietnam 

In view of the dlfticultles experienced by 
DOD m attammg maxnnum use of rmhtary 
an-craft, we mtend to evaluate the results of 
the corrective measures planned by DOD 
(B-133025, May 6, 1969) 

250 TRANSPORTATION AND 
TRAFFIC MANAGEMENT ACTIVITIES IN 
THE FAR EAST AND SOUTHEAST ASIA- 
We surveyed transportation and traffic- 
management actlvltles m the Far East and 
Southeast Asia to evaluate the responsiveness 
of the transportation systems to the supply- 
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support demands of rmhtary forces m South- 
east Asia 

We found that the systems had been 
generally responsive and that the dlfficultles 
whxh caused delays m recelvmg cargo durmg 
the earher stages of the rmhtary buildup had, 
for the most part, been alleviated The prob- 
lem of backup of vessels waltmg to discharge 
then- cargoes had been slgmflcantly improved 

Several areas, however, were noted 
which appeared to offer opportumtles for 
substantial savmgs These areas mclude oppor- 
tunities for 

-Reductions In port handlmg costs by 
routmg traffic through the port at Sublc 
Bay rather than the port at Manila In the 
PhIlIppInes 

-Reduction of excess alrllft between 
Japan and Korea 

--Reduction of transportation costs by 
establrshing a printing plant for the 
Stars and Stripes newspaper m Vietnam 

-Better utllrzatlon of existing military 
facilities 

These areas were called to the attention 
of appropnate Department of Defense (DOD) 
officials m our survey report, and many of the 
areas were subsequently renewed m detail 
Separate reports were issued as deemed appro- 
pnate 

DOD officials agreed m general with our 
overall observations, and measures had been 
taken or planned to effect nnprovements m 
several areas Other areas are bemg studied m 
greater depth by DOD m an effort to resolve 
addltlonal problems mdentlfied durmg our 
survey (B-l 65683, Ap14 30, 1969) 

251 COMPARISON OF COSTS OF 
THE VARIOUS METHODS OF SHIPPING 
HOUSEHOLD GOODS- Our review of over- 
seas household goods shpments handled by 

commercial forwarders between the United 
States and Germany showed that the Depart- 
ment of Defense (DOD) could save about $3 
m&on annually by managmg Its own shop- 
ments and procurtng the required underlying 
transportation services dn-ectly The use of 
the higher cost forwarder services resulted 
prlmarlly from maccuracles m the pre- 
shipment estnnates of the cost of the various 
shppmg methods which made it appear that 
the forwarder method of shlppmg was the 
least costly 

We reported our findings to the Congress 
and recomended that the Secretary, DOD, 
make a comprehensme study leading to a 
complete revlslon of the DOD’s methods and 
pohcles for management of its overseas house- 
hold goods program and the procurement of 
services therefor 

DOD officials agreed m general that the 
method of makmg cost compmsons was m 
need of revlslon, and they mdlcated that a 
study to develop a more accurate means to 
accomphsh the compmson was in process 
(B-152283, January 5,1969) 

252 SAVINGS BY USING THE 
MILITARY PORT OF SUBIC BAY (Philup- 
pInesI-Our review of mlhtary cargo stipped 
to the Phlhppmes showed that savmgs of 
over $500,000 m port handhng costs could 
be achieved annually by routmg all Air Force 
cargo through the mtitary port of Sublc Bay 
rather than through the commercial port of 
Mamla We found that the Sublc Bay port 
was operatmg at less-than-full capacity and 
could accommodate the additional cargo 

The use of Sublc Bay would result m 
addltlonal savmgs and other benefits by (a) 
greater use of contamers for which lower port 
handling costs are apphcable, (b) better utlh- 
zation of vessels controlled by the M&q 
Sea Transportation Servxe, (c) a reduction m 
mhtary personnel at the port of Manila, and 
(d) improvement m the mternatlonal balance- 
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of-payments posItion of the United States 

In response to proposals made durmg 
our review, the Department of Defense 
(DOD) indicated that mltlatlon of contamer- 
ship services at Sublc Bay had resulted m the 
shft of a slgmficant part of the Mamla work 
load to Sublc Bay and that a contmuation of 
this trend was expected 

In our opmlon, this phased reduction 
based on contmued expansion of the con- 
tamership program at Sublc Bay should gradu- 
ally reduce the cargo work load through 
Mamla to a level that w111 result m substantial 
savmgs We beheve, however, that the savmgs 
to be achieved from routmg cargo through 
Sublc Bay warrants a phased reduction m the 
use of Mamla regardless of whether plans for 
contmued expansion of the contamenzatlon 
program ma tenahze For this reason, we 
mtend to monitor DOD’s progress m routing 
cargo through Sublc Bay (B-166017, June 3, 
1969) 

253 USE OF SURFACE TRANS- 
PORTATION TO DISTRIBUTE PRINTED 
MATTER-We found that ar transportation 
was used extensively to stip routme pnnted 
forms and pubhcatlons from Japan to Korea, 
Okmawa, and Vietnam, although less costly 
surface transportation was avdable and could 
have met the dehvery requirements 

We estimate that the Department of 
Defense (DOD) can save over $650,000 a year 
by diverting future shipments of routme 
prmted matter from commercial air to surface 
transportation In addition, space-valued m 
excess of $750,000-on rmhtary aucraft can 
be made avsulable for anhftmg needed null- 
tary matenal if routme prmted matter nor- 
mally shipped on these alrcraft 1s also diverted 
to surface transportation 

The alrllftmg of routme prmted material 
apparently resulted from the Army’s standard 
practice of sending routme forms and pubhca- 

tlons through the mall mthout deslgnatmg a 
particular mode of transportation or without 
restnctmg the use of costly an transportation 

Durmg the review, we made several 
proposals designed to &vert routme prmted 
matter from au transportation to surface 
transportation In response, DOD agreed unth 
our findmg and took corrective measures As 
a result, 97 percent of the prmted matter 
shipped between the above-named points was 
moved by surface transportation (B-l 65683, 
June 30,1969) 

254 CONSOLIDATION OF SMALL 
FREIGHT SHIPMENTS-We reviewed the 
stippmg practices of nuhtary and clvll agen- 
cles and Identified savmgs of mllhons of 
dollars annually that could be achieved if the 
Government follows the practice of many 
pnvate busmesses and consohdates its small 
freight shipments We found that, by consoh- 
datmg small freight shpments to obtam the 
lower transportation rates applicable on larger 
shipments, the Government could save about 
$3 mllhon a year on shpments from Just 
three consohdatlon areas to Seattle and San 
Francisco The potential savmgs and benefits 
Government-uJlde would be srgmficantly 
greater 

Both the Department of Defense (DOD) 
and the General Services Admmlstratlon have 
expressed a wlllmgness to accept and lmple- 
ment proposals made durmg our review In a 
recent consohdatlon test responsive to our 
work, DOD reported that It was able to con- 
sohdate 2 5 mllhon pounds of freight from a 
single consohdation pomt (Phlladelptia) to a 
smgle destination area (Oakland, Cahfoma) 
dunng a 6-month penod and thereby save 
approxnnately $92,000 ms represents a sav- 
mgs of about $3 50 a hundredweight 

DOD considered the test lllghly success- 
ful, and It 1s m the process of estabhshmg 
Ptiladelphla as a permanent contract consoh- 
dabon facdlty Studies ~11 now be made by 
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DOD to Implement the concept between addl- 
tlonal shppmg pomts (B-l 17196, June 30, 
1969) 

255 USE OF TRANSPORTATION 
RESOURCES IN EUROPE-We released a 
classified report to the Congress on our review 
of the organrzatlonal structure for traffic 
management m Europe on December 3 1, 
1968 

Our review covered the orgamzatlon and 
function of all nuhtary transportation and 

traffic management actlvitles in central 
Europe and revealed a need for more central 
control and coordmation by the Department 
of Defense (DOD) m the use of transportation 
resources 

As a result of our report, DOD took 
action and was plannmg other action to im- 
prove traffic management and controls over 
transportation resources These improvements 
should slgmficantly mfluence the effectlve- 
ness and operatlonal efflclency of DOD’s 
transportation v&hm Europe (B-165007, 
December 3 1, 1968) 
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MISCELLANEOUS MATTERS 

USER CHARGES and an appropriate share of management and 
supervisory costs 

256 RATES CHARGED FOR 
FLIGHT INSPECTION SERVICES-We 
found that reimbursement rates established 
by the Federal Aviation Admmlstratlon 
(FM) for flight mspectlon semces furnished 
to foreign countries m the Europe, Afmza, 
tiddle East Regon were not sufficient to 
fully recover FAA’s costs of provldmg such 
services TAX practice by FM 1s contrary to 
the provisions of title V of the Independent 
Office Appropriation Act 1952 (3 1 U S C 
483a) and the Bureau of the Budget’s pohcy 
expressed m its Circular No A-25 which re- 
quires that the cost computations cover the 
direct and mdlrect costs to the Government 
of carrying out the activity 

Although FM adopted a pohcy of re- 
qumng the full recovery of all costs incurred 
m provldmg services to others, our review 
showed that charges assessed agamst foreign 
governments for fhght inspection services 
were still not sufficient to recover costs Some 
of the costs mcurred m the operation of the 
fhght mspectlon groups but excluded from 
the cost base were (a) salaries of the group 
chef and adrmmstratlve employees, (b) group 
overhead costs, and (c) salanes of some 
European headquarters flight mspection em- 
ployees Durmg fiscal years 1965, 1966, and 
1967, identifiable revenue losses, resulting 
from the exclusion of these costs from the 
cost base, totaled about $375,000 We esti- 
mated also, on the basis of reimbursement 
rates for fiscal year 1968, that costs would 
exceed revenues by about $25,000 

Also excluded from FM’s cost base for 
determmatlon of reimbursement rates were 
mdlrect costs, such as depreciation of struc- 
tures, equipment, and an-craft, interest on the 
Government’s investment m those facllltles, 

We recommended that the FM Admm- 
lstrator dnect that reimbursement lates for 
fhght mspectlon services furmshed to fdrelgn 
countrres be increased so that full costs there- 
of would be recovered as required by law, 
Circular No A-25, and FM’s stated pohcy A 
slrmlar recommendation had been included m 
a report on rates charged for flight mspectlon 
semces (B. 133 127, March 26, 1964) we is- 
sued to the Congress Subsequent to our 1964 
report, FM had increased the reimbursement 
rates for such services, however, the increases 
were still not sufficient to fully recover the 
costs of provldmg the services 

In a letter dated March 25, 1968, the 
FM Adrmmstrator expressed agreement wth 
our proposal, stating that the agency had mltl- 
ated a review to estabhsh reimbursement rates 
for flight mspectlon services furnished to for- 
eign countries m accordance wth statutes, 
Bureau of the Budget circulars, and FM pol- 
icies 

In June 1969 we were advised by FM 
officials that the review had not yet been 
completed and that a decision regardmg the 
mcluslon of mdn-ect costs mto the fhght m- 
spection rates structure had not yet been 
reached (B-164497(1>, September 18, 1968) 

MISCELLANEOUS MATTERS- 
GENERAL 

257 MOVEMENT OF AMERICAN 
FORCES FROM FRANCE (OPERATION 
FRELOCI-In response to strong congres- 
sional mterest concerning the movement of 
Amencan Forces from France (Operation 
FRELOC), we undertook a broad survey cov- 
ermg nuhtary supply matters, dlsposltlon of 
surplus matenal, dlsposltlon of real property 
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and related personal property, and construc- 
tion requmnents arrsmg from the movement 
of supphes and personnel by the Army and 
the An Force Our report on the survey was 
issued to the Congress m August 1968 

We found that, despite the magnitude of 
the move from France and the relatively short 
period of time avdable (March 1966 to Aprd 
1, 1967), the Army and the An Force were 
able to relocate theu personnel, supphes, and 
equipment on time and m a generally effec- 
tive manner As could be expected m an oper- 
ation of tks nature, however, many dlffi- 
cultles arose, some of which were directly 
related to problems exlstmg pnor to the 
move 

The most slgmficant problems noted by 
us were as follows 

-Control was lost over large quantities of 
suppIles and equipment, mcludmg 
weapons, ammunrtlon, and medtcal sup- 
pl les Inaccurate Inventory records con- 
tributed to this situation 

-SuppIles were shipped to locatlons with 
Inadequate storage facllltles while avail- 
able facilities were not used 

--Requirements for construction of addl- 
tlonal ammunltlon storage facilities 
were overstated 

-Some of the frxtures and personal prop- 
erty removed from former French bases 
were used ineffectively 

-Some usable personal property was not 
removed from French bases 

Some of these problems were comph- 
cated by the fact that the Secretary of De- 
fense did not approve new locations until 
relatively late dates Officials of the Depart- 
ment of Defense stated that the delays were 
caused by problems associated with gold flow, 
relations wth foreign governments, and the 
need to formulate acceptable hnes of com- 

mumcatlons to support Amencan Forces 
(B-161507, August 7,1968) 

258 LIABILITY OF THIRD PAR- 
TIES FOR COSTS OF MEDICAL CARE OF 
INJURED PERSONNEL-The Federal Medl- 
cal Care Recovery Act provides for recovery 
from thud parties, under certam clrcum- 
stances, of costs mcurred by the rmhtary 
departments for medical care of rmhtary 
personnel and their dependents injured by the 
third parties Implementing regulations of the 
rmhtary departments provide that appropnate 
legal officers be promptly notified when m- 
Juries, sustamed m circumstances mvolvmg 
potential habfity of third parties, are cared 
for at a rmhtary medical factity or at a civ& 
lan medical fachty and pad for by the rmh- 
tary department 

We found that these regulations had not 
been properly implemented The lmplement- 
mg procedures estabhshed at the medical 
faclhty level were not uniform among, or 
mthm, the nuhtary departments At some 
facllltles no procedures had been estabhshed 
for reportmg mformation on outpatient visits 
by rmhtary members and their dependents 
and on care furnished to rmhtary members by 
clvtian medical facllltles 

In a report Issued to the Secretary of 
Defense m December 1968, we recommended 
that the operating procedures of the rmhtary 
departments at the medical facility level be 
revised, where necessary, to require that all 
pertinent data be promptly furnished to 
appropnate legal officers mth respect to all 
mJunes or other cvcumstances where thud- 
party hablllty may be mvolved and where 
medical care 1s fumlshed to rmhtary personnel 
or theu dependents On January 3 1, 1969, 
the Department of Defense outhned to us 
certam procedural changes mltlated by the 
rmhtary departments, which are generally m 
consonance with our recommendation 
(B-133 142, December 2, 1968) 

259 DISTRIBUTION OF PETRO- 
LEUM PRODUCTS IN THAILAND-At the 
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request of Senator Wllham Proxmue, we 
made an mvestlgatlon of the operations of the 
Navy Fuel Supply Office m Bangkok, Thal- 
land The request was based upon mformatlon 
furmshed to the Senator that theft of petro- 
leum, oil, and lubricants m Thailand was 
widespread and that this was due to weak- 
nesses m the systems for dlstnbutmg the 
petroleum products and for processmg the 
documents which initiated payment for the 
products and for related services 

In our report, issued to the Senator m 
January 1969, we expressed the opmlon that 
the control systems for dlstnbutlon and the 
procedures for processmg of Government 
documents for payment were deficient and 
did not adequately protect the Interests of the 
Government The prmclpal weakness was that 
the Sub-Area Petroleum Office m Thailand 
and the Inspector of Petroleum m Bangkok 
slgned documents which acknowledged dehv- 
enes of petroleum products by contractors 
wlthout havmg obtamed independent and 
documented venficatlon from the recelvmg 
bases that the dehvenes had, m fact, been 
made to them 

Theft of petroleum products was appar- 
ently perpetrated pnmanly by collusion and 
forgery Therefore even a more sophlstlcated 
system of contiol may not have detected such 
n-regularities 

We proposed to the Commander, U S 
Military Assistance Command, Thtiand, that 

-All procedures currently In effect 
tn Thailand for controllmg receipt of, 
and payment for, bulk awatlon fuel also 
be extended to bulk ground fuel 

-A system be established at a reasonably 
high level of responslbllity for mono- 
tormg the full rmplementatlon of all 
prescribed procedures for both aviation 
and ground fuels at all levels of respon- 
srblllty 

The Command furmshed us urlth data show- 

mg that action had been taken m hne wth 
these proposals 

We proposed also, and the Department 
of Defense agreed with our proposal, that the 
dlstnbution and management of petroleum 
products m Thailand be mcluded m future 
audits of acilvltles m Thailand (B-163928, 
January 9,1969) 

260 SECURITY CONTROLS AT 
AIR ROUTE TRAFFIC CONTROL CENT- 
E RS-Certain of the radarscopes located m 
the an route traffic control centers (centers) 
and used by the Federal Avlatlon Admmlstra- 
tlon (FM) to control air traffic display mfor- 
matlon wluch 1s used also by the Aerospace 
Defense Command (ADC), U S AE Force, 
and other rmhtary elements Because of the 
Joint-use aspect of these radarscopes, classl- 
fied mformatlon about the natlonal au de- 
fense system 1s obtamable by correlatmg data 
dlsplayed over the radarscopes and other data 
pertammg to equipment settings and the au- 
craft Radarscope displays of this nature are 
classified by ADC as secret, and FAA there- 
fore 1s required to mamtam appropnate secur- 
ity controls over such displays 

In May 1969, we reported to the Secre- 
tary of Transportation that although un- 
cleared persons were generally demed access 
to classlf’ied mformatlon displayed ovel these 
radarscopes at most centers, vlolatlons still oc- 
curred at some locations We found that 
guards mthout clearance, Janitors, and, m 
some mstances, the general public had been 
pernutted access to classlfled mformatlon dls- 
played on Jomt-use radarscopes 

In our opmlon these con&tions occurred 
because (a) field personnel had not comphed 
mth security mstructlons which pernut only 
guards mth clearance to patrol areas where 
classified mformatlon 1s stored or &splayed 
over Jomt-use radarscopes, (b) FAA had not 
established adequate procedures to ensure 
that Janitors would be prevented from gammg 
access to classlfled mformatlon while workmg 

176 



m areas where classified mformatlon was 
either stored or &splayed over Joint-use radar- 
scopes, and (c) FAA’s Office of Comphance 
and Security had not made sufficient reviews 
of security practices at the centers for the 
purpose of ascertammg whether security m- 
structlons were bemg comphed mth 

We proposed that the FM Admmlstra- 
tor du-ect that action be taken to improve the 
security practices at the centers We also sug- 
gested that such actions mclude (a) perlodx 
reviews of FAA headquarters security prac- 
tices at the centers, mcludmg evaluations as to 
the adequacy of mspectlons made by regonal 
office security personnel, and (b) obtammg 
security clearances for all center personnel, m- 
cludmg Jamtors, who have access to restricted 
areas We proposed further that, where It IS 
not practicable- to obtam security clearances, 
action be taken to ensure that all such persons 
are kept under contmuous observation and 
that the classified data IS covered or other\Nlse 
protected from observation 

The Commander, ADC, agreed mth our 
proposals that (a) contractor guards and Jam- 
tors whose duties require unescorted entry m- 
to areas contammg classlfled data should have 
“secret” security clearances and (b) contrac- 
tor guards be required to patrol restricted 
areas at the centers when those areas are not 
occupied by security-cleared FM operating 
personnel or othenvlse protected by adequate 
security measures 

The Assistant Secretary for Admmlstra- 
tlon, Department of Transportation, agreed 
with our findmgs and cited certam specific 
corrective actions, consistent mth our propo- 
sals, that had been taken or were planned to 
improve security practices at the centers 

We beheve that the correctwe actlons 
taken and planned by the Department should, 
if properly implemented, strengthen the 
security controls and practices at the centers 
(B-157073, May 23, 1969) 
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FINANCIAL SAVINGS ATTRIBUTABLE TO THE 
WORK OF THE GENERAL ACCOUNTING OFFICE 

The measurable savings attributable to the work of the General Accounting Office 
during fiscal year 1969 are summarized m the following schedule and, except for coilec- 
tlons, are described more fully m the accompanymg hstmg 

There are also savmgs resulting from our work which are not fully or readily measur- 
able m financial terms A number of examples of savings of this nature have also been 
described 

Also described are several examples of where our exammatlon of agency and con- 
tractor operations resulted m savmgs and benefits to others (I e , realized or potential 
benefits other than those directly to the Government) 

A number of the savmgs mcluded m this section have also been discussed m more 
detail m the related sections on fmdmgs and recommendations 

Collections and Other Measurable Savings 
(000 omItted) 

DEPARTMENTS 

Army 
Navy 
Air Force 
Defense 
Agriculture 
Commerce 
Health, Education, and Welfare 
Houslng and Urban Development 
I nterlor 
Justlce 
Labor 
Post Off Ice 
State (lncludlng AID, Peace Corps, and USIA) 
Transportation 
Treasury 

AGENCIES 

Atomic Energy Commission 
Cavil Service Commission 
General Services AdministratIon 
National Aeronautics and Space Admlnlstratlon 
Natlonal Science Foundation 
Office of Economic Opportumty 
Railroad Retirement Board 
Selective Servlce System 
Veterans Administration 
Regulatory agencies 

Total for departments and agencies 

Transportation audit 
General claims work 

Total 

Collections 

$ 933 
339 
166 
365 

8 
1 

891 
15 
8 

8 
7 

31 
188 

2 

244 

164 
1 

3 

3,374 

14,167 
2,819 

$20,360 

Other 
Measurable 

Savings Total 

$ 18,083 $ 19,016 
36,057 36,396 

2,454 2,620 
39,844 40,209a 

462 470 
193 194 

3,419 4,310 
602 617 

10,545 10,553 
1 1 

780 788 
142 149 

20,013 20,044 
29,270 29,458 

105 107 

213 
496 
950 

2,284 
123 

8;: 
342 

167,215 

213 
740 
950 

2,284 
123 
164 

1 

8:; 
342 

170,589 

$167,215 

14,167 
2,819 

$187,575 

a Includes $1,606,000 resulting from reviews of Defense lnternatlonal actlvltles 
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DETAILS OF OTHER MEASURABLE SAVINGS 

Details of other measurable financial savings including addltlonal revenues attributable to the 
work of the General Accountmg Office durmg the fiscal year 1969 totalmg $167,2 15,000 are listed 
below Approximately $65 m&on of the savings or addItIona revenues are recurrmg m nature and 
w1I1 continue m future years The items hsted consist largely of realized or potential savmgs m 
Government operations attributable to actlon taken or planned on fmdmgs developed m our exanu- 
nation of agency and contractor operations In most mstances, the potential benefits are based on 
estimates and for some items the actual amounts to be reahzed are contmgent upon future actlons 
or events 

ACTION TAkEN OR PLANNED 

Supply Management 
Savings resultmg from reducing the 

number and srze of Coast Guard 
buoy tenders commensurate 
with expected levels of opera- 
tlons-Transportatron (estlmat- 
ed annual savings, $2,120,000, 
nonrecurrmg, $26,500,000) 

Savings due to a reduction in 
stock levels at Navy supply 
depots in the Far East as a re- 
sult of eltmmatmg duplrcate 
and mvalrd demand data used 
m determining stock needs- 
Navy (nonrecurrmg) 

Avoidance of procurement as a re 
sult of revised Department of 
Defense policy under which 
there IS more extensive recap- 
pmg of aircraft tires-Army, 
Navy, Art- Force (estimated an- 
nual savrngs) 

Savmgs due to a reduction in 
Inventories resultrng from a re 
ductron in the trme allowance 
for obtammg stock for use m 
Vietnam Time expertenced 
obtalmng stock had been sub- 
stantrally less than that used m 
establrshmg stockage objectrves 
and enabled corresponding re- 
ductrons In procurement funds 
requ I red and approprlated- 
Army (nonrecurring) 

Estimated 
Savmgs 

$28,620,000 

12,705,OOO 

1 o,ooo,ooo 

9,600,OOO 

Savings due to cancellatron of req- 
utsitions for supplies which 
were excess to Marine Corps 
needs in the Far East-Navy 
(nonrecurring) $ 9,400,000 

Savings resulting from reduction 
In lnventorres due to revrslon 
of procedures In elrmrnatlng 
duplrcatron between Navy rn- 
ventorres and GSA inventories 
held for Navy use and from re- 
duced Investment, manage- 
ment, and warehousmg costs- 
Navy (estimated annual sav- 
ings, $473,000, nonrecurring, 
$6,500.000) 6,973,OOO 

Savings resulting from funds relm- 
quashed from an amount that 
was earmarked for the procure 
ment of fertilizer and msectl- 
crdes, which had been over pro- 
grammed, and was excess to re- 
quirements of an aid-receiving 
country-Agency for Interna- 
tronal Development (nonrecur- 
ring) 3,200,OOO 

Price reductions under exrstmg 
contracts or proposed admend- 
ments resulting from reviews of 
prices negotiated-Army, Navy, 
and Art- Force (nonrecurrmg) 2,059,ooo 

Savings resulting from reduction 
by the Army In Europe of its 

depot-level inventory for sub- 

379 



ACTION TAKEN OR PLANNED 

Supply Management--Contmued 
slstence to support Air Force 
requrrements-Army (nonrecur- 
rwt) 

Savings resulting from use of less 
costly rations by the Army rn 
Europe and overstocked “C” 
rations made available to meet 
requirements In Southeast 
Asia-Army (estrmated annual 
savings, $1,400,000, nonrecur- 
ring, $500,000) 

Cancellation of plans to procure 
material for the Far East In ex- 
cess of needs-Army, Navy, 
and Air Force (nonrecurring) 

Procurement of packaged petro- 
leum products will be avoided 
through the use of stock prevl- 
ously held as prepositioned war 
reserves-Defense (nonrecur- 
rwd 

Savings by reclaiming needed 
aeronautical spare parts and 
components from excess modr- 
f ication Kits-Navy and Air 
Force (nonrecurrmg) 

New procedures adopted to en- 
sure full recovery of messing 
and merchandising losses prevl- 
ously absorbed by the Govern- 
ment In connectlon wrth con- 
tract for logistlcal support at 
Kwajalem MIsslIe Test Slte- 
Army (nonrecurrrng) 

Savings by reclaiming engrne parts 
and components from excess 
aircraft engines and using them 
to satisfy stock requit-ements- 
Navy (nonrecurring) 

Cancellation of plans to purchase 
radio equipment from an Ital- 
ian contractor and procuring 
the equipment from U S 
sources at lower prices- 
Defense (nonrecurring) 

Savings resulting from the 
deoblrgatlon of funds which 
were provided for the procure- 
ment of petroleum, oil, and 

Estimated 
Savmgs 

$ 2,027,OOO 

1,900,000 

1,755,ooo 

1,100,000 

1,043,000 

579,000 

559,000 

522,000 

lubricants for the police 
department of a foretgn 
country that no longer needed 
assistance from the United 
States-Agency for Inter- 
national Development (non- 
recurring) 

Cancellation of plans to purchase 
equipment for armored person- 
nel carriers from an Italian 
contractor, which wrll be 
acquired from U S sources at 
lower prices--Defense (non- 
recurring) 

Sav I ngs by canceling purchabe 
request for material identified 
as being unnecessary In the 
Navy’s program for repair of 
electronic Items-Navy (non- 
recurring) 

Savmgs resulting from the In- 
creased usa by agencies and 
contractors of General Services 
Administration formally adver- 
tised contracts for rental cars 
(estimated annual savings) 

Savings realized through use of 
requirements contracts for 
repetitive small purchases and 
greater use of the General Serv- 
ices Admlnrstratlon as a supply 
source-Defense (esttmated 
annual savings) 

Price reduction resulting from 
review of admmistration of the 
price-escalation clause in a con- 
tract for ammunition items- 
Army (nonrecurring) 

Savings resulting from reduction 
in cost of acquiring a computer 
for the Grand Junction Office 
-Atomic Energy Commission 
(nonrecurring) 

Savings through procurement of 
more economical containers 
for the shipment and short- 
term storage of external fuel 
tanks for F-4 aircraft-Air 
Force (nonrecurrmg) 

Cancellation of plans to procure 

$ 500,000 

416,000 

400,000 

350.000 

252,000 

216,000 

148,000 

147,000 
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ACTION TAKEN OR PLANNED 

Supply Management-Xontmued 
mdustrral plant equipment for 
use In contractor’s plant-Air 
Force (nonrecurrmg) 

Cost reductton effected by requrr- 
trig engine contractors to pre- 
pare their engine maintenance 
rnstructlons rn reproducrble 
rather than fmal form and thus 
elrmmate the need for art-craft 
contractors to process such 
data-Army (estrmated annual 
savrngs) 

Mrcroftlm procurement practrces 
revised to obtarn maximum dis- 
counts through ordering suffl- 
crent quantrtres and lengths 
compatrble with needs-ireas- 
ury (estimated annual savmgs) 

Procurement of lndustrral plant 
equipment canceled after drs- 
closure that slmrlar equipment 
was in storage-Army (nonre- 
curring) 

Savings by cancelmg orders with 
aircraft contractor and procur- 
ing aerospace ground equip- 
ment at lower cost from equip- 
m e n t manufacturers-Defense 
(nonrecurring) 

Cancellation of work requests to 
prevent manufacture of un- 
needed aeronautical parts- 
Navy (nonrecurrrng) 

Savmgs by obtalnrng Ice cream 
products and certain other per- 
rshable subsistence items 
through combined procure 
ment with other mstallatrons 
and through exlstrng contracts 
-Veterans Admrnrstratlon 
(estlmated annual savings) 

Savings resulting from changing 
prrc ing practice for vendor 
repair of Government equlp- 
ment to provide rndustrral prrc- 
ing of all items over 
$5,000-Navy (estimated an- 
nual savings) 

$ 

Esttmated 
Savings 

101,000 

100,000 

92,000 

85,000 

75,000 

59,000 

29,000 

15,000 

Payments to Government Employees 
and Other lndwduals 

Termmatron of unauthorized fam- 
ily separation allowance pay- 
ments being made to mrlltary 
personnel-Defense (estimated 
annual savmgs) $ 9,700,000 

Savings resulting from using civil 
service employees for work 
previously performed by con- 
tractor-furnished employees- 
National Aeronautics and 
Space Adm rntstratron (estl- 
mated annual savrngs) 2,100,000 

Reduction of labor costs In the 
contracts of two federally 
fmanced mrhtary housmg pro- 
jects because of adjusted wage 
rate determlnatron-Labor (non- 
recurring) 779,000 

Termmatron of variable reenlrst- 
ment bonus payments to Navy 
and Alr Force enlisted person- 
nel who reenlisted to serve In 
posrtrons not requiring the use 
of their critical skills-Defense 
(nonrecurring) 764,000 

Savmgs rn per diem payments 
resultmg In rehabrlrtatron of 
Government quarters and mess- 
ing facilities for prospective 
crew members assigned to ships 
under constructron-Navy (estl- 
mated annual savrngs) 700,000 

Savings rn mght drfferentlal com- 
pensatron resulting from ad- 
justments to the workrng hours 
of certain city delivery carriers 
serving resrdentral areas-Post 
Office Department (estimated 
annual savings) 128,000 

Correction of the method of com- 
puting the pay of school teach- 
ers of the Overseas Depend- 
ents’ School-Army (estimated 
annual savtngs) 72,000 

Reduction in or elrmmation of 
preferential allowances paid to 
some rndrvrduals employed by 
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ACTION TAKEN OR PLANNED 

Payments to Government Employees 
and Other Indw~duals-Contmued 

Atom IC Energy CornmissIon 
contractors (nonrecurrmg) 

Savmgs resultrng from revlslon of 
procedures t elating to the work 
hours and compensation of 
couriers and escorts engaged In 
shipment duties-Atomic En- 
ergy CornmIssion (nonrecur- 
ring) 

Savings resulting from the use by 
Customs employees of a rough- 
duty type uniform instead of a 
f u I i-dress umform-Treasury 
(estimated annual savings) 

Loans, Contnbutlons, and Grants 
Reduction In Government share 

of costs incurred under the 
demolltlon grant program re- 
sulting from changes In admInI 
stratlve practices and regula- 
trons-Housing and Urban 
Development (estimated an- 
nual savings, $434,000, nonre- 
curring $168 000) 

Increase In Interest rates charged 
on storage equipment and facl- 
I Ity loans-Agriculture (estl- 
mated annual savings) 

Cancellatron of the undlsbursed 
portion of a loan because the 
borrower failed to construct 
approved facilities-Commerce 
(nonrecurring) 

Reduction In the amount of Fed- 
eral ftnancial participation in 
employee fringe benefits and 
other program costs Incurred 
by a city school district- 
Health, Education, and Welfare 
(nonrecurring) 

Reduction m grant for hospital 
construction resulting from 
adjustment of cost allocation 
between Federal and non-Fed- 
eral shares-Health, Education. 
and Welfare (nonrecurring) 

Estimated 
Savings 

$ 40,000 

25,000 

12,000 

602,000 

400,000 

185,000 

124,000 

74,000 

Discontinuance of use charge 
being made against Federal 
grants and contracts fmanclng 
the operations of a unlverslty- 
owned research vessel after the 
vessel’s acqursrtlon cost had 
been fully recovered-Natlonal 
Science Foundation (estimated 
annual savlngs) $ 11,000 

Interest Costs 
Reduction in interest costs result- 

ing from revised letter-of-credit 
procedures for wlthdrawlng 
Government funds under 
health research grants-Health, 
Education, and Welfare (esti- 
mated annual savings) 

Savings in interest costs resulting 
from procedural rmprovement 
enabling earlier deposit of 
postal receipts-Post Office 
Department (estimated annual 
savings) 

95,000 

11,000 

Leasing and Rental Costs 
Cancellation of leased circuits in 

Europe and transfer of circuitry 
from lease to Government-own- 
ed-Defense (estimated annual 
savings, $453,000, nonrecur- 
ring, $374,000) 

Savings on intercompany leasing 
of automatic data processing 
equipment by llmltmg the 
allowablllty of intercompany 
leasing costs to normal owlner- 
shrp costs-Navy (nonrecurring) 

Savmgs by mcludlng the cost of 
space rental In the total 
amount required to be repaid 
to the US Treasury from 
power revenues of the Bonne- 
ville Power Administration- 
I nterlor (estimated annual sav- 
ings) 

Savings resulting from exercismg a 

827,000 

783,000 

760,000 
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ACTION TAKEN OR PLANNED 

Leasmg and Rental Costs-Gontmued 

p u r c h ase agreement entered 
Into by the Air Force for a 
burldrng In Colorado Springs, 
Co10 -Arr Force (nonrecur- 
rrng) 

Savmgs resultmg from purchasing 
rather than contmumg to lease 
prrntrng and reproductron 
equ rpment by Rock island 
Arsenal-Army (nonrecurrmg) 

Reduction m laboratory space 
rental cost resulting from rene- 
gotiation of lease agreement- 
Commerce (nonrecurrmg) 

Rental Income 
increased rental rates and utrlrty 

charges for Government-owned 
quarters-Health, Education, 
and Welfare (estimated annual 
savings) 

Increased rental rates charged prr- 
vate telephone companies for 
pole attachments-Transporta- 
non (estimated annual savings) 

Addttional rental income for use 
of Government-owned mdus- 
trial aqurpment rn the posses- 
sron of a contractor-Air Force 
(estrmated annual savings) 

ConstructIon, Repalr, and 
Improvement Costs 

Cancellatron of plans to construct 
ammunition storage facilities in 
Europe-Army (nonrecurrIng 

Savings resulting from nagotratmg 
reduction in price proposed for 
modrfrcatron to contract for 
constructron In the PhIlIp- 
pines-Navy (nonrecurring) 

Savmgs through improved specrfr- 
cations for construction of 
transmission towers-Interior 
(estimated annual savings) 

Savings through the conversion of 

Estimated 
Savmgs 

$ 527,000 

8,000 

8,000 

92,000 

12,000 

6,000 

1,900,000 

1 ,ooo.ooo 

911.000 

borler plants to enable the use 
of more economrcal fuels- 
Veterans Admrnrstratron (esti- 
mated annual savrngs) 

Reduction in Federal participation 
in the cost of a frontage road 
because of revised design stan- 
dards-Transportation (non- 
recurring 

$ 657,000 

423,000 

Manpower Utihzatlon 
Labor efficiency increased In the 

repair program for Inoperable 
and overage aeronautical com- 
ponents at Naval Air Rework 
Facility, Norfolk, Va -Navy 
(nonrecurring) .* . 

Savings resulting from consolida- 
tion of the actrvmes of the 
Federal Avratron Admrnrstra- 
tron’s Beirut and Frankfurt 
groups that are responsrble for 
Inspecting and testing navlga- 
tronal Systems-Transportation 
(estimated annual savmgs) 

Reduction In the use of mrlitary 
personnel at nonapproprrated- 
fund actrvrtres at military 
bases-Army and Air Force 
(estimated annual savings) 

1,230,OOO 

215,000 

99,000 

Utilization of U S -owned Forergn 
Currencies 

Savings resultmg from the utrlrza- 
tion of U S -owned excess 
Ceylon rupees In lieu of dollars 
to finance the People to People 
Health Foundation, Inc- 
Agency for International 
Development (nonrecurrmg) 

Savings resultmg from the utrlrza- 
tion of U S -owned excess for- 
eign currencies In lieu of dol 
lars to pay salaries and other 
benefits to non-American 
employees in certain forergn 
countries--State (estimated 
annual savings) 

243,000 

70,000 



ACTION TAKEN OR PLANNED 
Estimated 
Savmgs 

Transportation. 
Savrngs resulttng from the ellml- 

natron of payments of port 
charges for shtpments to ard- 
recervmg countrres-Agency for 
lnternatronal Development 
(estrmated annual savings) $ 16,000,000 

Savings in cost of transporting 
baggage between the Urnted 
States and pornts In the Paclfrc 
through drrect Government 
management of shipments, 
more effectrve use of mrlrtary 
trans-Pacific arrlrft, and reduc- 
ttons rn com-nercral transporta- 
tron rates-Defense (estimated 
annual savmgs) 5,938,OOO 

Savings from consolidation of 
Government small freight shrp- 
ments to obtain lower trans- 
portation rates offered by car- 
riers on larger shrpments- 
Defense and General Services 
Admmrstratron (estimated an- 
nual savings) 3.000.000 

Reductron in cost of movmg 
household goods of mrlltary 
personnel between the United 
States and Europe by more 
accurate comparrson of ship- 
pmg mode costs-Defense (es& 
mated annual savings) 2,900,000 

Savings in commercial transpot-ta- 
tron costs resulting from use of 
available space on mlhtary arr- 
craft to transport baggage or 
prrorrty mrlrtary cargo between 
the Unrted States and Europe- 
Defense (estimated annual sav- 
ings, $1,282,000, nonrecurrrng, 
$412,000) 1,694,OOO 

Cancellatron of plans to build a 
new cold storage warehouse in 
Vietnam to store perishable sub- 
ststence Items-Defense (non- 
recurring) 1,200,000 

Savings In cost of transporting 
routine printed matter from 
Japan to points in the Pacific 

by drverting shipments from 
commercial air carriers to less 
costly surface transportation- 
Defense (estimated annual sav- 
ings) 

Reductron rn operattin costs-of 
LOGAIR (arrhft servrce under 
contract to Air Force) by sub- 
stituting a stop at Whrteman 
Air Force Base, MO, on an as- 
needed basis for a dally stop on 
a regularly scheduled basrs- 
Air Force (estimated annual 
savrngs) 

Savrngs n-r admmrstratrve costs re- 
sultmg from revised procedures 
for payment and audit of small 
transportation claims-Army 
(estimated annual savrngs) 

Savings resulting from the use 
of LOGAIR aircraft for ship- 
ping parcel post type rtems- 
Air Force (estimated annual 
savmgs) 

Savmgs by drstrrbutrng ammunl- 
t Ion shipments in sufficient 
quantrtres to meet the guaran- 
teed mrnrmum weight for each 
vehicle-Army (estimated an- 
nual savmgs) 

Savings in air transportatron costs 
resultmg from the substrtutron 
of less costly truck transporta- 
tron for LOGAIR servrce-Air 
Force (estimated annual sav- 
ings) 

Reduction in transportation costs 
by comparing the potential 
charges of the available arr car- 
rrers-National Aeronautics and 
Space Admrnrstratron (estr- 
mated annual savrngs) 

Savings by the elrmmatton of serv- 
ice of two passenger boats 
operating between Bollmg Air 
Force Base and the Pentagon- 
Arr Force (estimated annual sav- 
ings) 

$ 650,000 

202,000 

170,000 

97,000 

51,000 

32,000 

31,000 

26,000 
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ACTION TAKEN OR PLANNED 

Other Items 
ReallocatIon of nonrelmbursable 

flood control benefits tn con- 
nection with theSan Luts Unrt 
Central Valley ProJect-lntertor 
(nonrecurrmg) 

Estimated savings due to cancel- 
lation of plans to acquire land 
at Bureau of Sport Flshertes 
and WIldlIfe Migratory Water- 
fowl Refuges-l nterlor (nonre- 
curring) 

Recognition of addltional costs- 
prlnclpally overhead allocable 
to certlflcatron and other relm- 
but-sable services performed by 
the Food and Drug Admmtstra- 
tion-resultmg In transfer of 
surplus funds from the Ad- 
mmistratlon’s Revolving Fund 
to lapsed approprratlon ac- 
counts-Health, Education, and 
Welfare (nonrecurrrng) 

Addltlonal annual revenue result- 
ing from increases tn fees 
charged by the Food and Drug 
Ad m mIstratIon for certlflca- 
tion of antlblotlcs-Health, 
Education, and Welfare (estl- 
mated annual savings) 

Elrmmatlon of annual appropn- 
ation for 1969 for Medlcal 
Education for National De 
fense Program-Defense (non- 
recurring) 

Ellmlnatlon of a 15-percent pre- 
mium payment for contract air 
support services furnished to 
U S contractors by the Gov- 
ernment of Vietnam-State 
(estimated annual savmgs) 

Additional interest income to the 
Government-wide Servlce Ben- 
efrt Plan under the Federal 
employees’ health benefits pro 
gram resultmg from the con- 
tractor’s investmg program 
funds not lmmedlately re- 
quired to meet current obllga- 
tions-Clvll Service Commls- 
sion (estimated annual savmgs) 

Estimated 
Savmgs 

Savings resultmg from the Federal 
Communlcatlons Commlsslon 
arrangement for sharmg use of 
its computer and thereby obvi- 

$5,000,000 
ate the need for lease of a com- 
puter by another agency (non- 
recurring) $ 342,000 

Savings through change In the 
method of flnancmg the opera- 
tions of the Offlce of the 

3,624,OOO 
Government Comptroller of 
the Vlrgln Islands from Federal 
approprlatlons to revenues 
which otherwlse would be 
transferable to the Insular 
government-l nterlor (estk 
mated annual savings) 

1,934,ooo 

Reduction of management fees 
paid to contractors for opera- 
tion of three natronal research 
centers-Natlonal Science 
Foundation (estimated annual 
savings) 

I,1 00,000 

Savings In utility costs in West 
Germany as a result of obtarn- 
ing certain tax exemptions-Air 
Force (estimated annual sav- 
ings, $85,000, nonrecurrmg, 
$iO,OOO) 

Savings resulting from partlclpa- 
tion of more hospital depart- 
ments rn the program to re- 
cover sliver from X-ray and 
photographic processes- 
Veterans AdmInIstratIon (estl- 
mated annual savings) 

700,000 

567,000 

Reduction of corporate general 
and admmlstratlve charges to 
certain cost-type contracts- 
National Aeronautics and 
Space Admmlstratlon (nonre- 
curring) 

Reduction In a contractor’s mini- 
mum fee as a result of ustng 
the most current cost data 
available before the start of 
negotiations-National Aero- 
nautics and Space Admmlstra- 
tion (nonrecurrmg) 

400,000 
Savings from improved coordma- 

tlon In the use of office copy 

250,000 

105,000 

95,000 

92,000 

80,000 

73,000 
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ACTION TAKEN OR PLANNED 
Estimated 

Savings 

Other Items--Contmued 
machmes by constituent agen- 
cles of the Department of Agrl- 
culture (esttmated annual sav- 
wjs) $ 62,000 

Savings resulting from the reduc- 
tlon In charges allowed under a 
segment of the Federal Em- 
ployees’ Group Life insurance 
program-Civil Servtce Com- 
mission (estimated annual sav- 
w-w) 57,000 

Addrtlonal interest income result- 
mg from revised method of 
computing interest on contin- 
gency reserve funds held by an 
Insurer under the Federal Em- 
ployees’ Group Life Insurance 
program-Cwil Service Com- 
mlsslon (estimated annual sav- 
ings) 39,000 

Savings through charging the serv- 
icemen’s group life insurance 
program with direct admtm- 
stratlve expenses, the cost of 
which wtll be borne by covered 

members-Veterans Admrnlstra- 
tion (estimated annual savings, 
$7,000, nonrecurrmg, $19,000) $ 26,000 

Savmgs as a result of a bulk-bid 
contract for roof repairs on 
houses acquired through fore- 
closure by the Veterans Ad- 
ministration (estimated annual 
savings) 

Saving through revision of admlms- 
trative leave policies relative 
to State holidays-Selective 
Service System (estimated an- 
nual savings) 

Annual reimbursement from non- 
appropriated-fund actlvlttes 
Increased for utlllty services 
provided by military bases- 
Army and Air Force (estimated 
annual savings) 

Miscellaneous items (estimated an- 
nual savings) 

20,000 

13,000 

12,000 

13,000 

Total other measurable savings $167,215,000 
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ADDITIONAL FINANCIAL SAVINGS NOT 
READILY MEASURABLE 

Many slgmficant financial benefits, 
either one-time savings or recurrmg savings, 
that are attributable to the work of the 
General Accountmg Office are not fully or 
readily measurable m financial terms These 
benefits result from actions that are taken or 
that are to be taken by the departments and 
agencies to ehmmate unnecessary expenditures 
or otherwise correct deficiencies brought to 
hght m our audit reports A few examples of 
these actions identified durmg the fiscal year 
1969 are descabed below 

CHANGES IN AGENCY POLICIES, 
PROCEDURES, AND PRACTICES 

Redlstrlbutlon of Excess Supphes from 
Wetnam to Actwltles wth Requirements 
for the Supphes 

We found slgnlflcant quantities of excess 
supplies In Vietnam resulting from (1) madequacres In 
management data, (2) errors in data processmg 
programs, (3) unforeseeable fluctuations In consump- 
tion rates, and (4) receipt of unusable Items 

In our opmlon, prompt ldentlflcatlon and 
redlstributlon of excesses were required not only 
because the depots In Vietnam had limited storage 
space but also because other military activities could 
probably have utilized substantial quantrties of this 
material In lieu of placing addItional requirements on 
the supply system 

We discussed the matter of excesses with 
Department of Defense offlclals In November 1967 
and suggested that there was a need to Identify and 
redistribute these excesses to the maximum extent 
possible to fulfill alternate requirements As a result, 
the Secretary of Defense designated the Department 
of the Army, as executive agent for the Department 
of Defense, to ensure that excess materials of all 
servlces In the Pacific area would be promptly 
identified and made available for redlstrlbutlon The 
Commander In Chief, Pacific, was given the task of 
establishing a special agency to supervise the 
redlstrlbutlon of such material \ 

In May 1968 the Pacific Utilization and 
Redlstrlbutlon Agency (PURAI was established to 

FULLY OR 

screen excesses wrthin the Paclfrc Command and to 
arrange for redrstrlbutlon to ensure full utilization of 
known excesses Durmg the period May 1968 to April 
1969 about $98 6 million worth of excess materials 
were redistributed by PURA to fill alternate 
requirements Operating costs of PURA for the same 
period amounted to about $300,000 Making these 
excess supplies available to actrvlties wth require- 
ments for them enables very significant reductions in 
procurement funds which would otherwise be 
required to obtain such supplies 

An- Force Procedures Revised to Preclude 
Condemnation of Unserviceable Items That 
Can Be Economically Repaired 

During previous survey work, we found that 
spare parts-pumps, filters, cylmders, valves, 
etc -repairable at the depot level were being scrapped 
at several Air Force bases During a 6-month period in 
1967, Air Force bases condemned and disposed of 
unserviceable parts, designated as depot repairable, 
valued orlgrnally at $6 7 million We selected 78 Items 
from the scrap yards of five Air Force bases and 
found that 51, or 65 4 percent could have been 
repaired for amounts slgnlflcantly less than replace- 
ment costs 

We Issued a report to the Congress In October 
1968 The report included our proposal that the Air 
Force revise its regulations to require bases to return 
all items to depot-level repair activities unless the 
bases have been advised that the items are (1) not 
needed rn Alr Force stock, (2) obviously beyond 
repair, or (3) authorized for dlsposrtlon under Air 
Force technical orders 

In January 1969, Air Force Instructions were 
revised to prohlblt condemnation at field level of all 
items that are designated as being repairable and that 
have a unit cost of $300 or more We expect this 
action to result in significant recurring savings 

Redistribution and Use of Inactive lndustrlal 
Plant Equipment at Rock Island Arsenal, Illinois 

We found that the Army’s Rock Island Arsenal 
had about $2 mrlllon worth of Industrial plant 
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equipment In preserved storage, most of whtLh had 
not been used for periods rangmg from 5 to IO years 
The equtpment was being retained and reported to 
the Defense lndustrtal Plant Equipment Center as 
actively in service 

We reported our findings at the Rock island 
Arsenal to the Commandmg Officer of the Army 
Weapons Command tn April 1967 We also issued a 
report to the Congress In May 1968, which included 
thrs matter 

We suggested that arsenals retam only Inactive 
equipment when It IS scheduled for use wrthm the 
lmmedlate future and approved by the U S Army 
Materlel Command, or when It IS held as part of a 
moblllzatlon package which IS approved by the 
AssIstant Secretary of Defense 

Subsequent to our review, Rock Island Arsenal 
performed a study of the equipment we Identified, 
and It placed about $810,000 worth of the 
equipment In active use at Rock Island Arsenal and 
reported about $400,000 worth of equipment to the 
Defense lndustrlal Plant Equipment Center as excess, 
thereby making it avarlable for redistribution 

Actlon Taken By Mihtary Supply Depots 
to Redlstrlbute Excess Items 

Our work at various locatlons disclosed that 
certain Items, managed by supply depots rn the 
Unlted States, were In excess stock posItIons at 
supply activities In the Far East Although many of 
these Items were currently berng purchased, cancella- 
tion actions could not be taken by the depots 

We recommended that the supply depots review 
those Items for which we had identified excesses to 
determine whether other supply actlvltles had current 
need for their use 

The supply depots confirmed that the excesses 
drd In fact exist and therefore took actlon to have 
them redistributed As a result supplfes worth more 
than $1 mIllIon which were excess to various Far East 
activities of the mllrtary services were made avallable 
to other actlvltles which had current needs that the 
supply depots had not been able to fill 

Savings by Consohdatmg Small 
Freight Shipments 

The section, “Details of Other Measurable 
Savings,” contains our estimate of savmgs of $3 

mllllon that will be achieved on freight shipments 
consolidated at only three points to obtain the 
advantage of lower transportation rates The overall 
potential for savings by consolidating shipments at 
additional points IS slgnlflcantly greater and could 
amount to many millions of dollars annually 

Savings In the Cost of Transporting 
Routme Printed Matter from Japan to 
Points in the Pacific 

Included under measurable savings IS $650,000 
In commercial air transportation costs that WIII be 
avoided by the Department of Defense through 
utilization of less costly surface transportation to 
distribute routine printed matter In addition to 
Identifying these savings, we identified space valued 
at $750,000 on military aircraft that wrll be made 
available for alrllftmg prlorrty military material by 
diverting routine printed matter from mllrtaty 
aircraft to surface transportation The actual savings 
that will result from the diversion of routine printed 
matter from military aircraft will depend on the type 
and quantity of cargo loaded in the space vacated 
by the printed matter and the transportation costs 
avoided by such action 

Savings by Routing Cargo Through the 
Military Port of Sublc Bay In the 
Repubhc of the Phlhppmes 

In a classlfled report to the Congress, we 
identlfled savmgs of over $500,000 a year In port 
handlmg costs which could be achieved by routing 
cargo to and from Clark Air Base through the military 
port at Sublc Bay, rather than through the port of 
Manila A significant reduction In the workload at 
the Manila port has taken place since the ttme of our 
review The Department of Defense has Indicated 
that some of the workload was shifted as a result of 
the contalnershlp program which was Initiated prior 
to our review Therefore, the actual savmgs 
attributable to our work cannot be determined 
precisely 

Payment of Dollars m Lieu of 
U S -owned Local Currency to Certain 
Annultants Residing m Yugoslavia 

Our report to the Department of State In 
December 1968 showed that dollar benef It payments, 
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In lreu of U S -owned excess forergn currency 
payments, were being made to certarn annu Pants 
resrdrng In Yugoslavra Generally annuities are paid in 
foretgn currency, however, annurtants who wish to 
receive dollar payments are required by regulations to 
lustrfy the need for payment In dollars 

The condmons under which annurtants may be 
paid dollars rather than local currency Include (I) 
unusual srtuatlons In which U S citizens might find 
themselves In Yugoslavra, when the needs for dollar 
payments are substantrated, and (2) meeting financial 
oblrgatrons In the Unrted States, such as payment of 
life insurance premrums In these cases the payees are 
required to submit written statements and documen- 
tary evidence of the oblrgatrons, stating the 
amounts, purposes, and addresses of the remittees in 
the United States 

As of September 1967, about $18,700 worth of 
pension payments were being made m dollars each 
month to annultants residing In Yugoslavra, mostly 
on a permanent basrs In our oprnron these dollar 
payments were largely unnecessary 

We examined Into the propriety of paying 
annurtants dollars rather than local currency in 17 
Instances In all Instances the annurtants resided In 
the Belgrade consulate region We were unable to 
locate any records showing the basis for approving 
dollar payments In 11 of these cases In the SIX cases 
where records were available, the Justifrcatron for 
approving the dollar payments conststed of a general 
statement by the applicant as to why the dollars were 
needed, such as travel or medical purposes 

We recommended that the Department ampl rfy 
existing instructions pertalnrng to approving requests 
for dollar annurty payments to recipients residing In 
Yugoslavra to provide gurdelrnes as to the clrcum- 
stances under which requests for dollar payments 
may be approved, particularly In the case of U S 
citizens In addition, we recommended that the 
Department direct the Embassy to undertake a review 
of all cases of current dollar payments to annurtants 
with the view of termmatmg those payments which 
are not lustlfred and that periodic follow-up reviews 
be made on dollar payments to annurtants 

Although our review was limited to Yugoslavia, 
we suggested that the Department might wish to 
consider furnlshlng American Embassres m other 

excess currency countrres with ampllfyrng instruc- 
tions as In the case of Yugoslavia 

On February 4, 1969, the Department 
Informed us that it was amplifying existing 
mstructrons to provide guIdelInes as to the circum- 
stances under which dollar payments may be 
approved In lieu of local currency payments and to 
emphasize the necessity for Immediate and perlodrc 
reviews of the need for continuing dollar payments 
The mstructrons will be furnished to American 
Embassies In all countries In which rt IS the policy to 
pay resident U S Government annurtants in excess or 
near-excess currency 

Deobhgatlon of Funds for a Development 
Loan Project m Nlgerla 

Our review drsclosed that a $1 6 mllllon Agency 
for International Development (AID) loan project in 
Nrgena, to finance the procurement of 85,000 
telephone instruments and related equipment In a 
telecommunications expansion program, was not 
being Implemented as planned and was not being 
effectively monitored by the Mrssron 

At the time of our review, we found that (I) 
only 3,100 of the 33,000 telephones which had been 
delivered to the telephone company had been 
Installed, (2) one phase of the expansion program 
involving the rnstallatlon of 10,000 telephones had 
been rndefrnrtely postponed, (3) about 60 percent of 
the telephones currently on order had not been 
delivered, and (4) the Mission had not been 
momtorrng this procurement and had not received 
required reports on the project’s status 

We concluded that better momtorlng of this 
loan was essential to ensure that the equtpment 
procured would be effectively utllrzed and that the 
revenues anticipated from placing the telephones In 
service would accrue We discussed the matter with 
the MIssIon, and we were subsequently informed by 
AID that, since efforts to speed up telephone 
rnstallatrons had proven only partially successful, 
agreement had been reached with the Nrgerran 
Government to reduce the loan coverage from 85,000 
instruments to 59,000 and that negotiations were 
under way to amend the contract with the supplier 

On June 25, 1969, AID deoblrgated $300,000 
from the loan AID informed us that It was rssurng 
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mstructtons to ensure that reports required under 
AID loan agreements would be obtamed 

Savmgs by Use of Excess 
Federal Personal Property 

In our report to the Congress In September 
1968, we stated that the Department of Labor had 
allowed certain Youth Opportunity Centers rn 
Cahforma to be equipped with new furniture and 
equipment at a time when excess Federal furnrture 
and equtpment were available We estimated that, If 
excess Federal personal property-furnrture and 
equipment-had been made avatlable to the State of 
Cahfornla to furmsh Youth Opportumty Centers, 
about $68,000 could have been saved on purchases 
made during the last half of fiscal year 1965 In 
addition, to the extent that excess Federal personal 
property IS avallable, substantial savmgs to the 
Federal Government could be possible through 
reduced expenditures for the replacement and 
purchase of additional equipment In the more than 
2 000 State and local employment offices In the 
country and for ihe furnishing of equipment to new 
off ices 

In brtngmg this matter to the attention of the 
Secretary of Labor, we suggested that the Depart- 
ment reexamine rts legislative authority applicable to 
the admtnlstratlon of the employment security 
programs with a view toward establishing a polrcy 
that would provide for the use of excess Federal per- 
sonal property by State employment seLurlty 
agencies 

Departmental officials advised us that (1) the 
Department did have leglslatlve authority to make 
excess Federal personal property avellable to the 
State employment security agencies, (2) the Depart 
ment was in the process of revising its procedures to 
require all State agencies which were permitted by 
their State laws, to make use of such property to the 
extent possible, and (3) the other State agencies 
would be instructed to request exemptrons from the 
provlsron of the State laws which prectuded the utlli- 
zatlon of the excess property The Department antici- 
pated that all State agencres would ultimately make 
use of excess Federal personal property and advised 
the States that the fiscal year 1970 grants approprla- 
tion request for supplies and equipment had been 
reduced by $2 million In antlclpatlon of the savings 

to be realized by State agency procurements through 
General Servtces Admrnlstratlon supply sources 

Increased Program Effectiveness 
Through Improvement m Controls 
Over Urban Rehablhtatlon Actwlttes 

From the lnceptlon of the rehabllltatlon 
program In 1954 through December 31, 1967, the 
Department ot Housmg and Urban Development 
(HUD) approved 380 urban renewal prolects 
mvolvmg rehaMrtatlon of 212,849 dwelling units 
The Federal grants In connection with these projects 
totalled over $1 8 billion The established goal for the 
rehabllltatlon program for fiscal years 1969 through 
1971 was 130,000 dwelling units, or about 43,000 
units a year 

In a report to the Congress In April 1969, we 
pointed out that (I) In the 4-l/2-year period ended 
December 31, 1967, the rehabllltatlons reported as 
completed amounted to only 13,000 units a year and 
(2) our review indicated that even these reported re- 
habrlrtatlon accomplishments were questionable 

Our report cited certam weaknesses which had 
Impeded the completion of projects These weak- 
nesses were (I) the lack of local public agency (LPA) 
supervisory close-out mspectlons of rehabllltated 
properties before they were classrfled as rehabilitated, 
(21 the lack of systematic relnspectrons of rehabll- 
stated properties as a means of ensuring their con- 
tinued maintenance, and (3) the lack of complete 
HUD mspectlons of rehabihtated propertles and 
evaluations of resu Its achieved by the LPAs 

We recommended that the Secretary of HUD 
undertake a reassessment of the rehabilltatlon 
program We recommended also that the Sec,retary 
take certain steps to strengthen HUD reviews and ad- 
mmlstratlon of rehabllltatlon projects 

In line with our recommendations, all HUD 
regional admmlstrators were Instructed (I) to require 
LPAs to issue a certificate of completion when a 
project property meets rehabrlltatlon standards, (2) 
to require LPAs to carry out a program of perlodlc 
sampling and surveillance of rehabllrtated properties 
to ensure their continued maintenance, and (3) to 
develop an inspection system to evaluate LPA compll- 
ante with project rehabllltatlon standards 
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Prowon for Repayment 
of Federal Funds 

been established, the Bureau had not required their 
consrstertt applrcatlon In maktng loans 

In a report to the Department of Commerce rn 
June 1968, we commented on several of the Eco- 
nomrc Development Admmlstration’s (EDA’s) tech- 
nical assistance prolects for which recrprents had not 
been required to enter into repayment agreements, 
although the projects appeared to be similar in scope 
to other approved prolects for which EDA had 
entered Into repayment agreements with project re- 
crplents EDA policy provides that repayment of 
technical assistance funds IS to be considered when 
projects WIII benefit a private mdlvrdual or business 

Subsequent to the beginning of our review, new 
repayment guidelrnes were agreed to by EDA’s Off Ice 
of TechnIcal Assistance (OTA) and EDA’s Office of 
Busmess Development (OBD) , which require EDA to 
enter Into repayment agreements with all recipients 
of Management and Operations (M&O) technical 
assistance, except for unusual srtuatrons to be spe- 
cially handled by arrangements between OBD and 
OTA We were Informed that these gurdelmes were 
expected to strengthen the rmplementatron of the 
agency’s repayment policy and ensure rts uniform 
application 

We noted that the new guldelmes provided only 
for repayment of the Federal costs of M&O technrcal 
assistance prolects and not for other technical assrst- 
ante projects We noted further that the provisions of 
the guidelines had not been established as agency pro- 
cedures We therefore recommended that the provi- 
sions of the new guIdelines be Incorporated into the 
agency’s formal written procedures and that the pro- 
cedures also include provisions for repayment of the 
Federal costs for all applicable technrcal assrstance 

In January 1969 the Director of the Office of 
Technical Assistance informed us that procedures had 
been issued In line with our recommendatron 

Savings Avadable by lmprovmg 
Admmlstratlon of the Small 
Reclamation Projects Loan Program 

Improvement in Instructions Governing 
the Relocation of Rallroad Faclhtles 

In our August 1968 report to the Congress Our report to the Congress In December 1968 
concerning the admrmstratlon of the small reclama- disclosed that the Bureau of Reclamation could have 
tion prolects loan program by the Bureau of Reclama- saved about $436,000 by prowding railroad com- 
tion, we pointed out that, In our opinion, the Bureau panies only those replacement facrlrtres needed to 
had not established adequate procedures for adminis- meet the Government’s oblrgatlon for equrvalent re- 
tering the program and that, where procedures had placement 

Generally, the portron of a loan attributable to 
providing water for Irrigation purposes IS repayable 
without Interest, the portion attrrbutable to provldrng 
water for domestic, muncrpal, and mdustrlal 
purposes IS repayable with interest The legrslatron 
establishing the small reclamatron prolects loan pro- 
gram indicates that the prolects constructed with loan 
funds are to be primarily for rrrlgatron purposes Our 
revrew indicated a need for the Bureau to establish 
procedures to ensure that loans are made for projects 
which are prrmarrly for rrrrgatron 

Also, we found that (I) some loans were not 
required to be repald as rapidly as was JUStlfled by the 

Increased earnings resulting from the projects con- 
structed with loan funds and, as a result, the delay In 
the return of funds to the Government In these cases 
wrll cost about $3 2 mrllron rn Interest, (2) an under- 
recovery of about $3 1 mIllron would result due to 
the mapproprrate allocation of cost and construction 
advances between Interest-bearing and non-rnterest- 
bearing project purposes, and (3) the Government 
was mcurrrng additional interest costs of about 
$515,000 because two loan recipients had been per- 
mitted an rnordrnate amount of time In which to 
begin repayment of their loans 

Our report contained several recommendations 
directed at ellmrnatrng similar deflcrencres In the 
future The Department of the Interior offrcrals 
agreed that the small reclamatron loan program could 
be improved wrth more posrtrve and formal polrcres 
and procedures and subsequently advised us that pro- 
cedures had been Issued or action had been taken to 
accomphsh several of our recommendations We were 
also advised that other procedures and actions were 
being considered consistent with the remainder of our 
recommendations 
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We proposed that Bureau mstructlons be revrsed 
to (1) require more formal descrrpttons of exrstrng 
factlmes and detalled comparisons between exrstmg 
and proposed replacement facllmes to determlne the 
Government’s oblrgatron for equivalent replacements, 
(2) require that proposed relocation agreements be 
reviewed by the Chief Engmeer for policy compl lance 
and that srgnrfrcant concessions be approved by the 
Commrssloner of Reclamation, (3) ensure Bureau ne- 
gotrators that condemnanon IS an available recourse 
action when the railroads are requesting improved re 
placement facllrtres which should not be provided, 
and (4) requrre that nominal or salvage value be con- 
srdered as the basis for payment for facrlrtres that will 
not be relocated 

The Department of the Interror has agreed wrth 
our four suggestions, and Bureau instructions have 
been issued which are consistent with the first three 
of our proposals We expressed the belief that these 
instructions If properly Implemented by the Bureau, 
will be effective In reducrng the costs of future rarl- 
road relocations 

Savmgs by Reduction m Costs of 
Medical Treatment Prowded to Disabled 
Federal Employees 

Our report to the Congress rn May 1969 revealed 
that the Bureau of Employees’ Compensation, De- 
partment of Labor, had not made adequate use of less 
costly available Federal medical facrlrtres for the 
treatment of disabled Federal employees We estr- 
mated that annual savings of $120,000 would have 
been possible at lust one of the Bureau’s IO district 
offices If Federal rather than prtvate facrlrtres had 
been used for treatrng one common type of dls- 
ablement requiring hosprtalrzatron 

In bringing this matter to the attention of the 
Secretary of Labor we proposed that the Bureau use 
available Federal medical facrlmes to the maximum 
extent possrble for the treatment of disabled Federal 
employees 

In January 1969, the Bureau Issued mstructrons 
to the IO drstrlct offices to remind Its personnel to 
make every effort to use Veterans AdministratIon and 
mllrtary medical facrlrtles whenever possrble We ex- 
pressed the belief that the action taken will result rn 
substantral savings 

Pohcy Rewed to Requrre An-port 
Sponsors to Use the Proceeds Derwed 
from the Sales of Donated Federal Land 
for Speclflc Awpott Purposes 

Our report to the Congress In September 1968 
showed that alrpot-t sponsors had used proceeds de- 
rived from the sales of donated Federal land to offset 
(I) the sponsors’ share of the cost of Federal-aid 
airport program (FAAP) projects and (2) the cost of 
airport developments not elrglble for Federal partrcl- 
patron under FAAP In somecases,fundsderrved from 
the Government (proceeds from sale of Federal- 
donated land and FAAP funds) were sufficient to 
offset substanttally all of a sponsor’s investment In 
rts art-port We reported that Federal Avratlon Admm- 
lstration (FAA) policy relative to Government surplus 
land donated to sponsors of publrc arrports provrded 
that such land could be disposed of by art-port spon- 
sors If, among other thmgs, the sponsors agreed to 
apply the net proceeds from the sale of such property 
to the operatton maintenance, or Improvement of 
public art-ports 

Thts policy resulted In the matching of FAAP 
funds with funds derived from sale of land formerly 
owned by the Government, and we suggested that 
FAA establish a policy to require airport sponsors to 
usa the proceeds derived from the sales of donated 
Federal land to offset costs of airport development 
elrgrble for Federal assistance before grvrng addrtronal 
FAAP funds to the sponsors 

FAA revised Its policy to ehmrnate the inequr- 
table matchmg aspect caused by applyrng proceeds 
from the sales of donated Federal land to meet the 
sponsors’ share of project costs and to provrde greater 
assurance that such proceeds would be used for spe 
cifrc airport purposes 

Opportumty for Economies m Counselmg 
Servlces Provided by the Veterans Admmwtratlon 

In a report to the Congress rn November 1968 
concermng counselmg servrces provided to children 
ellgrble for educatronal benefits under the War 
Orphans Educatlonal Assistance Act of 1956, we 
pointed to a need for the Veterans AdmInIstratIon 
(VA) to (I) obtain and consrder all pertment mfor- 
matron relating to the benefrciarles’ education and 
counseling background to determine whether referral 
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to guidance centers for counselmg was necessary and 
(2) encourage potential applicants attending high 
schools and benefrclarles who have been accepted for 
admIssion to, or are enrolled In, colleges or technlcal 
schools to utilize the counseling services available to 
them In their schools 

We estimated that, of the $941,000 in fees 
which VA paid guidance centers to counsel war 
orphans durmg fiscal year 1967, about $376,000 was 
for counseling beneflclarles who were attending 
secondary schools that had approved counseling 
programs under the Natlonal Defense Education Act 
and about $312,000 was for counseling benef lciaries 
who were In colleges or technical schools that 
provided counseling services to students 

As a result of our review, VA adopted new man- 
datory procedures to ensure that beneficiaries 
needing less than comprehenslve counsehng would 
not be referred to guidance centers but would be 
counseled by VA on the basis of greatly abbreviated 
interviews In addition, VA reported that (I) It had 
Improved Its procedures for dlrectlng beneficiaries to 
available outSIde counselmg services to ensure that 
full advantage IS taken of all counseling services and 
that no dupllcatlon of effort occurs and (2) a substan- 
tial Improvement in utlllzatlon of overall resources 
had resulted and would continue to accrue 

Savmgs by Requu’mg Munuxpahtles 
Partlclpatmg m Demolition Grant Programs 
to Award Demohon Contracts on a 
Competitive Basis for Groups of Structures 

Our review of demolltlon actlvltles of various 
cities to which the Department of Housing and Urban 
Development (HUD) made grants amounting to two 
thirds of the costs of demolition indicated that the 
practices followed by some cities of awarding demoll- 
tlon contracts for lndlvldual structures Instead of 
groups of structures and of using city employees 
instead of contractors to demolish unsafe buildings 
may not have resulted In the lowest possible costs 
under the demolition grant program 

After we brought our flndlngs rn this regard to 
the attention of the Secretary of HUD revised regula- 
tions were issued providing that (I) demolition con- 
tracts be awarded for groups of structures contem- 
plated for demolition within reasonable periods and 

located In the same neighborhoods and (2) maximum 
use be made of competitive bidding In awarding 
demolition contracts 

Improved Management and Utlllzatlon 
of Laboratory Equipment 

In a report to the Congress In July 1968, we 
pointed out that the National Bureau of Standards 
(NBS) and Envlronmental Science Services Admmls- 
tratlon (ESSA) had not established, for the Boulder 
Laboratories, a systematic program and adequate 
procedures to Identify and dispose of unneeded 
equipment We also found that the Boulder Labora- 
tories, to a large extent, had not taken advantage of 
the benefits to be derived through the use of equlp- 
ment pools and that established procedures for the 
control and admlnlstratlon of rent-free loans of 
equipment by the Boulder Laboratories were not 
followed by the property management office On the 
basis of our review, we concluded that there was a 
need for improvement in the management of labora- 
tory equipment at the Boulder Laboratories 

As a result of our review, walk-through inspec- 
tions by NBS officials at the Boulder Laboratories 
during March and April 1968 resulted In the Identlfl- 
cation of 950 pieces of unused or excess equipment 
with an lnltlal acquisition cost of $730,000 During 
the period July through November 1968, ESSA Iden- 
tified property having an acqulsltlon cost of 
$273,346 as being excess to the needs of the Indlvld- 
ual laboratory to which It was assigned, and property 
having an acqulsmon cost of $181,072 was deter- 
mined to be excess to the needs of the ESSA 
Research Laboratories and was turned over to GSA 
NBS planned to establish a systematic program of 
walk-through inspections by August 1, 1969 

As of August 1968, NBS had two division-level 
equipment pools In operation and consideration was 
being given to the establishment of a central pool 
During fiscal year 1968 ten equipment loans were 
terminated as a result of a review of all outstanding 
loans 

At June 30,1969, ESSA had equipment pools In 
operation In two mdlvldual laboratorres and a central 
equipment pool containing general purpose type 
equipment ESSA was planning to develop means for 
expanding the central pool and/or establishing addI- 
tlonal Indlvldual laboratory pools by July 1, 1969 

193 



All outstandlng equipment loans had been reviewed 
and ESSA had Implemented improved procedures for 
the systematic perlodlc follow-up of equipment loans 
effective July 1,1969 

Savmgs Through Improved Management 
of Automatic Data Processmg Operations 
and Faclhtles 

In our report to the Attorney General, Depart- 
ment of Justice, rn April 1969, we commented on the 
Increased use and expansion of Automatic Date Pro- 
cesslng (ADP) operations and facllmes within the 
Department without the benefit of feaslblllty studies 
and the possible acqulsltlon of separate ADP facilities 
by the two constituent organizations 

We recommended that the Department establish 
a central ADP management group responsible for 
directing and coordinating the development and oper- 
ation of ADP faLltitles on a Department-wide basis 

1 he Uepartment informed us In April 1969 that 
central ADP authority had been assigned to tts Offlce 
of Management Support for the acqulsltlon and oper- 
atron of ADP facilities for the Department, excepting 
only the Federal Bureau of lnvestlgatlon 

Improvement m Reviews of Drawings and 
Speclflcatlons Prepared by Architect-Engmeers 
Before SoIlcItatIon of Construction Bids 

In a report to the Congress In September 1968 

concerning review in the Veterans Administration 
WA) of drawings and specifications prepared by 
arcnrtecr-engineers (A-Es), we pointed to a need for 
the VA to Improve Its scheduling and reviewing pro- 
cess of these documents 

Our findings mdlcated that, for two hospital 
pro]ects, (I) VA had not detected numerous errors 
and omlsslons In drawings and specIficatIonsTand (2) 
officials of one of the hospitals had recommended 
certain design changes after the constructlon work 
had been started We concluded that many of the 
errors and omlsslons In the contract documents were 
of the type that should have been foreseen before the 
award of the constructlon contracts and that VA 
should have given more attention to the scheduling 
and reviewing of these documents 

VA Informed us that rt agreed with our recom- 
mendations and that rt had established standard oper- 
ating procedures for schedulmg and reviewing the 
work of A-Es Subsequently, we were further 
informed that written procedures concernmg reviews 
of drawings and specifications by hospital officials 
were under review by agency officials In this regard, 
we noted that during the design phase of a recent 
hospital project, the contract drawings and specrflca- 
tions were furnished to hosprtal officials for their 
review 
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SAVINGS AND BENEFITS TO OTHERS 

Savings and benefits to others consist of 
reahzed or potential benefits other than those 
directly to the Government, which are 
attributable to action taken or planned on 
findmgs developed m our examination of 
agency and contractor operations The more 
significant savmgs or benefits to others 
identified durmg the fiscal year are desmbed 
below 

Improved Procedures for Imptementmg 
Amendatoty Legislation Affectmg 
Railroad Retirement Annuities 

At least 2,500 and possibly as many as 6,300 
persons had not been patd addItIonal or Increased 
annuttles to which they were entltled under amend- 
atory leglslatlon enacted m 1965 These persons 
included 358 spouses of rallroad employee annuttants 
who had not been pard pnmarlly because Railroad 
Retirement Board notices concerning their possible 
entitlement to additional annulttes had not been 
understood by the persons mvolved The persons 
Involved Included some with language dlfflcultles, 
some with limIted education, and some with mental or 
physical dlsabllltres Other persons had not been paid 
because they had not requested their annuity 
increases or because of an Inadequacy In the Board’s 
automated operations 

After we brought the cases noted tn our review to 
the Board’s attention, steps were taken (1) to pay 
appropriate persons the annulties due them and (2) to 
establish procedures for evaluating the general effec- 
tiveness of Board notices and to make timely revtews 
of the procedures used to Implement amendatory 
legislation We estimated that, durmg the first year 
followmg the effective dates of the amendatory legis- 
latron, the additional annuity payments to the 
persons noted in our review would total at least 
$157,400 and possibly as much as $273,200 The 
addltronal payments would continue to be paid 

during the rematnder of the mdlvlduals’ periods of 
ellglbllity 

Increased Student Partuxpatlon in 
an Educational Laboratory Theatre 
Project In Los Angeles at No Extra Cost 

In our review of the activities of the educational 
laboratory theatre project In Los Angeles during rts 
lnrtlal period-April 1967 to September 1968-we 
found that only about 73 percent of the available 
seats purchased by the Los Angeles Unified School 
District for students’ viewing of plays were being 
used This percentage subsequently dropped to 67 
The theatre project IS jointly funded by the Office of 
Education In the Department of Health, Education, 
and Welfare and the National Endowment for the 
Arts of the National Foundation on the Arts and the 
Humanities and has provided for showing four plays 
to students In the lnltral and subsequent project 
period 

Since the contract between the School District 
and the group presenting the plays required a fixed 
payment for each performance, regardless of the 
number of students attending, we inquired by letter 
into the posslbllrtres for increasing the use of available 
seats 

After we made our Inquiry, we found that about 
81 percent of the available seats had been utilized for 
the first two plays presented in the 1968-69 school 
year We estimated that about 4,300 more students 
would view the four plays In that school year than 
had viewed the four plays shown during the previous 
year with no increase In the fixed payments made 
under the contracts with the School District The 
increase In seat utlllzatlon was due prlmarlly to the 
addition of students from schools not previously 
partlclpatmg Further Increases In seat utlllzatlon are 
planned 
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INDEX BY GOVERNMENT AGENCY 

Agency 

AGRICULTURE, DEPARTMENT OF 77,79,181 
Agricultural Research Serwce 31,141 
Commodity Credit Corporation 34,36,73 
Farmers Home AdmInIstration 4, 5, 35 
Forest Service 59,60, 61 

ATOMIC ENERGY COMMISSION 

CIVIL SERVICE COMMISSION 

COMMERCE, DEPARTMENT OF 126,185 
Economic Development Admmlstratlon 2,3,184 
Environmental Science Services Admmlstratlon 245 
Marttime Admlmstratron 88,127,217 
National Bureau of Standards 113,125,128,245 

DEFENSE, DEPARTMENT OF 

Air Force, Department of the 

Army, Department of the 

Corps of Engineers (CIVII Functions) 
Defense Communlcatlons Agency 
Defense Supply Agency 
Navy, Department of the 

DISTRICT OF COLUMBIA GOVERNMENT 163,211,218 

EXECUTIVE OFFICE OF THE PRESIDENT 
Bureau of the Budget 
Economic Opportunity, Office of 

EXPORT-IMPORT BANK OF THE UNITED STATES 

GENERAL SERVICES ADMINISTRATION 96,97,126,129,214,231,246,247,254 

HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF 
Education, Office of 
Health Services and Mental Health Admrmstratlon 
National Institutes of Health 
Social and Rehabllltatlon Service 
Social Security Admmistration 

86, 118, 119, 134, 137,138, 139, 140, 228, 
240 

68,81,130,160,161,188, 195, 196,197, 
198 

71,78,83,85,86,90,103,104,114, 
115, 134, 144, 164, 174, 188,189,192,208, 
214,222,234,235, 246,248,249,250,251, 

252,253,254,255,257,258,259 
72,89,91,102,115,131,143,171,190, 

191,219,221,235,238,252,257 
22,84,91, 102, 115, 132, 133, 172,208, 

219,220,235,238,257 
120,241 

105 
84,238 

91,102,115,207,208,235,236,238, 259 

130,214 
4, 13, 14,15, 16,17,18, 19,20, 

21,22 
149 

4,68, 134, 152,167,173,178,239 
13, 27, 28, 29,30,62, 116,225 

117 
87,135,136,153 

13,49,50,51 
40,41,81,216 
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Agency Item 

HOUSING AND URBAN DEVELOPMENT, DEPARTMENT OF 39,53,54,55,56 
Federal Houstng Admwwtration 42,43,44,45,46,47,48,242 

INTERIOR, DEPARTMENT OF THE 180 
Bonneville Power Admlmstratlon 106 
Government Comptroller of the Vlrgm Islands 168 
Indian Affairs, Bureau of 154,226,237 
Land Management, Bureau of 60 
Reclamation, Bureau of 33,67,92,93, 106,107 
Sport Fisheries and WIldlIfe, Bureau of 32 

JUSTICE, DEPARTMENT OF 156,157,158, 159, 213,227 

LABOR, DEPARTMENT OF 1,4,6,7,8,9,10,11,62, 
63,66,68,121,199,200,201,204 

86,98,99,100, 101,134,186,187, 
232,233 

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 

NATIONAL FOUNDATION ON THE ARTS AND THE HUMANITIES 29 

NATIONAL MEDIATION BOARD 203,205,206 

NATIONAL SCIENCE FOUNDATION 134,142,170 

POST OFFICE DEPARTMENT 94,108,109,110,182,209 

RAILROAD RETIREMENT BOARD 52,68,81 

SMALL BUSINESS ADMINISTRATION 4,12,37,38 

STATE, DEPARTMENT OF 81,82,83,150,151,173,174,175,176, 
177,195,215,223 

69,70,73,74,76,80, 147, 148,165, 
179 

75,146 

Agency for International Development 

Peace Corps 

TRANSPORTATION, DEPARTMENT OF 
Federal Aviation AdmInIstratIon 23,95, 169,194,229, 230,243,246,256, 

260 
24,25,26,162 

183,193 
Federal Highway Admlnlstratlon 
United States Coast Guard 

TREASURY, DEPARTMENT OF THE 244 
Internal Revenue Service 57,58,122,123 

UNITED STATES INFORMATION AGENCY 145,166,210,224 

VETERANS ADMINISTRATION 64,65,68,81,111,112,124,202 

VIRGIN ISLANDS CORPORATION 155 

MULTIAGENCY FUNCTIONS 90,130,212 
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INDEX BY FUNCTIONAL CLASSIFICATION OF THE FEDERAL BUDGET 

Code Function Item 

050 NATIONAL DEFENSE 
051 Defense-Mllltary 71, 72, 83, 84, 85, 89, 90, 91, 102, 

103,104,105,114,115,130,131,132,135, 
134,143,164,171,172,188,189,190, In, 
192,207, 208, 219,220,221,222,234,235, 
236,238,248, 249,250,251,252,253,255, 

257,258,259 
144, 174 

118,119,134,137,138,139,140,?28,240 
86,214,254 

057 Mllltary assistance 
058 Atomic energy 
059 Defense related actlvlties 

150 INTERNATIONAL AFFAIRS AND FINANCE 
151 Conduct of foreign affairs 

152 Economic and Fmanclal assistance 

153 Foreign information and exchange activities 
154 Food for Freedom 

250 SPACE RESEARCH AND TECHNOLOGY 
251 Space research and technology 

350 AGRICULTURE AND AGRICULTURAL RESOURCES 
351 Farm Income stablhzation 
352 Fmancmg farming and rural housing 
355 Research and other agricultural services 

400 NATURAL RESOURCES 
401 Water resources and power 
402 Land management 
404 Fish and wildlife resources 

500 COMMERCE AND TRANSPORTATION 
501 AIt- transportation 
502 Water transportation 
503 Ground transportation 
505 Postal service 
506 Advancement of business 
507 Area and regional development 

550 COMMUNITY DEVELOPMENT AND HOUSING 
551 Concentrated community development 
552 Community environment 
553 Community facllitles 
555 Low and moderate income housing aids 
556 Maintenance of the housing mortgage market 

82,150, 151, 173, 174, 176, 177, 195,215, 
223 

69,70,73,74,75,76, 146, 147, 148, 
149,165,179 

145,166,175,224 
77,79 

98,99,100,101,134,186,187,232,233 

34,36 
35 

31, 141,181 

33,67,92,93, 106, 107, 120,241 
59,60,61 

32 

23,95,169,194,230,243,256,260 
88,127,183,193,210,217 

24,25,26, 162,229 
94,108,109,110,182.209 

12,37,38, 113,125, 128, 185, 245 
2,3,154, 184,226,237 

5,6, 7, 16 
53,54.55,56 

39 
39 

42,43,44,45,46,47,48,242 
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Code Fun&on Item 

600 EDUCATION AND MANPOWER 
601 Elementary and secondary education 
602 Higher education 
604 Manpower trammg 
605 Science education and basic research 
609 Other education and manpower aids 

650 HEALTH AND WELFARE 
651 Health 
652 Income security payments 
653 Social and mdlvldual services 

800 VETERANS BENEFITS AND SERVICES 
801 Veterans service connected compensation 
802 Veterans non-service-connected pensions 
803 Veterans readjustment benefits 
804 Veterans hospitals and medical care 
805 Other veterans benefits and services 

850 INTEREST 
852 Interest on refunds of receipts 

900 GENERAL GOVERNMENT 
904 Central fiscal operations 
905 General and 1 ecords property management 
906 Central personnel management 
908 Law enforcement and Justice 
909 Natlonal Capital region 
910 Other general government 

13, 14, 15,17,20,21,29,225 
27,28,30, 116 

8,9,10,11,18,19,22,62 
134,142,170 

29,63,66,121,203,204,205,206 

40,41,87,117,134,135,136,153,216 
52,68,81,161, 195, 196, 197,198 

49,50,51,152, 167, 178,239 

68,81 
68 
64 

111,112,124 
65,202 

57,58 

122,123,244 
96,97,129,231,246,247 

1,68,160,199,200,201 
156,157,158,159,213,227 

163,211,218 
155,168 

199 
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